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REPEAL OF SILVER PURCHASE ACTS 


WEDNESDAY, JULY 13, 1955 


Untrep Sratres SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON THE FEDERAL RESERVE, 
Washington, D. C. 

The subcommittee met, pursuant to notice, in room 301, Senate 
Office Building, at 10 a. m., Senator Paul H. Douglas (chairman of 
the subcommittee) presiding. 

Present: Senators Douglas, Robertson, Capehart, and Bennett. 

Also present: Senator Green. 

Senator Doveuas. The hour of 10 o’clock having arrived, the sub- 
committee will be in session. 

We are met to consider S. 1427, introduced by Senator Green from 
Rhode Island for himself, Senators Bush, Douglas, Kennedy, Pastore, 
Purtell, and Saltonstall. In the absence of the clerk, I will read the 
- {8. 1427] 

A BILL To repeal certain legislation relating to the purchase of silver, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Silver Purchase Act of 1934 (ch. 674, 
48 Stat. 1178), section 4 of the Act of July 6, 1939 (ch. 260, 53 Stat. 998), the 
Act of July 31, 1946 (ch. 718, 60 Stat. 750), and sections 1805 and 1821 (b) (4) 
of the Internal Revenue Code, are hereby repealed. 

Suc. 2. Such repeal shall not affect any act done or any right accruing or 
accrued, or any suit or proceeding had or commenced in any civil cause before 
the said a but all rights and liabilities under said acts shall continue, and 
ae be enforced in the same manner, as if said repeal had not been made. 

ec. 3. All offenses committed, and all penalties or forfeitures incurred under 
any statute hereby repealed, may be prosecuted and punished in the same 
manner and with the same effect as if this Act had not been passed. 

Sec. 4. The Treasury Department shall maintain the ownership and the pos- 
session or control within the United States of three hundred seventy-one and one- 
fourth grains’ of fine silver (in bullion or silver dollars) for each dollar of silver 
certificates outstanding. Silver certificates shall be exchangeable on demand at 
the Treasury of the United States for silver dollars; and the Secretary of the 
a is authorized to cause to be used for subsidiary coinage any silver not 
requ to be retained under the terms of section 4 hereof. 

Sxc. 6. All Acts and parts of Acts ineonsistent with any of the provisions of 
this Act. are hereby repealed. 

Sze. 7. This Act shall take effect on the thirtieth day after its enactment. 


The clerk will include in an appendix (see p. 155) statistical mate- 
rial drawn from — of the Secretary of the Treasury, the Director 
of the Mint, and private sources, notably, the annual review of 
Handy & Harman. 

I shall now ask to have made part of the record the Silver Acts of 
1934, 1939, and 1946, and also letters to the chairman from the Acting 
Secretary of the Treasury, Board of Governors of the Federal Reserve 
System, the Secretary of Commerce, and the Assistant Secretary of 
the Department of the Interior... 


1 
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Assisting the subcommittee during these hearings will be Dr. Asher 
Achinstein, economist, and William McKenna, counsel. 
(The documents referred to follow:) 


[PuBLic—No. 438—730 Coneress] 
(H. R. 9745] 
AN ACT 
To authorize the Secretary of the Treasury to purchase silver, issue silver certificates, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the short title of this Act shall be the “Silver 
Purchase Act of 1934.” 

Sec. 2. It is hereby declared to be the policy of the United States that the 
proportion of silver to gold in the monetary stocks of the United States should be 
increased, with the ultimate objective of having and maintaining, one-fourth of 
the monetary value of such stocks in silver. 

Sec. 3. Whenever and so long as the proportion of silver in the stocks of gold 
and silver of the United States is less than one-fourth of the monetary value of 
such stocks, the Secretary of the Treasury is authorized and directed to purchase 
silver, at home or abroad, for present or futute delivery with any direct obliga- 
tions, coin, or currency of the United States, dtithorined by law, or with any funds 
in the Treasury not otherwise appropriated, at such rates, at such times, and upon 
such terms and conditions as he may deem reasonable and most advantageous to 
the public interest: Provided, That no purchase of silver shall be made hereunder 
at a price in excess of the monetary value thereof: And provided further, That no 
purchases of silver situated in the continental United States on May 1, 1934, 
shall be made hereunder & price in excess of 50 cents a fine ounce. 

Sec. 4. Whenever and so long as the market price of silver exceeds its mone- 
tary value or the monetary value of the stocks of silver is greater than 25 per 
centum of the monetary value of the stocks of gold and silver, the Secretary of 
the Treasury may, with the approval of the President and subject to the provi- 
sions of section 5, sell any silver acquired under the authority of this Act, at home 
or abroad, for present or future delivery, at such rates, at such times, and upon 
sueh terms and conditions as he may deem reasonable and most advantageous to 
the public interest. 

Sec. 5. The Secretary of the Treasury is authorized and directed to issue silver 
certificates in such denominations as he may from time to time preseribe in a face 
amount not less than the cost of all silver purchased under the authority of sec- 
tion 3, and such certificates shall be placed in actual circulation. There shall be 
maintained in the Treasury as security for all silver certificates heretofore or 
hereafter issued and at the time outstanding an amount of silver in bullion and 
standard silver dollars of a monetary value equal to the face amount of such silver 
certificates. All silver certificates heretofore or hereafter issued shall be legal 
tender for all debts, public and private, public charges, taxes, duties, and dues, 
and shall be redeemable on demand at the Treasury of the United States in 
standard silver dollars; and the Secretary of the Treasury is authorized to coin 
standard silver dollars for such redemption. 

Src. 6. Whenever in his judgment such action is necessary to effectuate the 
policy of this Act, the Secretary of the Treasury is authorized, with the approval 
of the President, to investigate, regulate, or prohibit, by means of licenses or 
otherwise, the acquisition, importation, exportation, or transportation of silver 
and of contracts and other arrangements made with respect thereto; and to 
require the filing of reports doomed by him reasonably necessary in connection 
therewith. Whoever willfully violates the eee of any license, order, rule, 
or regulation issued pursuant to the authorization contained in this section shall, 
upon conviction, be fined not more than $10,000 or, if a natural person, may be 
imprisoned for not more than ten years, or both; and any officer, director, or 


agent of any corporation who knowingly icipates in such violation may be 
punished by a like fine, imprisonment, or Both: " 


Suc. 7. never in the of the President such action is necessary to 
effectuate the — of this Act, he ae by Executive order require the deli 
to the United States mints of any or all silver by whomever owned or b 
The silver so delivered shall be into standard silver dollars or otherwise 
added to the monetary stocks of States as the nt may déter- 
mine; and there shall be returned therefor in standard silver dollars, or any other 
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coin or currency of the United States, the monetary value of the silver so delivered 
less such deductions for seigniorage, brassage, coinage, and other mint charges as 
the Secretary of the Treasury with the approval of the President shall have deter- 
mined: Provided, That in no case shall the value of the amount returned therefor 
be less than the fair value at the time of such order of the silver required to be 
delivered as such value is determined by the market price over a reasonable period 
terminating at the time of such order. The Secretary of the Treasury shell pay 
all necessary costs of the transportation of such silver and standard silver dollars, 
coin, or currency, including the cost of insurance, protection, and such other inci- 
dental costs as may be reasonably necessary. Any silver withheld in violation of 
any Executive order issued under this section or of any regulations issued pursu- 
ant thereto shall be forfeited to the United States, and may be seized and con- 
demned by like proceedings as those provided by law for the forfeiture, seizure, 
and condemnation of property imported into the United States contrary to law; 
and, in addition, any person failing to comply with the provisions of any such 
Executive order or regulation shall be subject to a penalty equal to twice the 
monetary value of the silver in respect of which such failure occurred. 

Sec. 8. Schedule A of title VIII of the Revenue Act of 1926, as amended (relat- 
ing to stamp taxes), is amended by adding at the end thereof a new subdivision 
to read as follows: 

“10. SrLvVER, AND 80 FORTH, SALES AND TRANSFERS.—On all transfers of any 
interest in silver bullion, if the price for which such interest is or is to be trans- 
ferred exceeds the total of the cost thereof and allowed expenses, 50 per centum 
of the amount of such excess. On every such transfer there shall be made and 
delivered by the transferor to the transferee a memorandum to which there shall 
be affixed lawful stamps in value equal to the tax thereon. Every such memo- 
randum shall show the date thereof, the names and addresses of the transferor 
and transferee, the interest in silver bullion to which it refers, the price for which 
such interest is or is to be transferred and the cost thereof and the allowed expenses. 
Any person liable for payment of tax under this subdivision (or anyone who 
acts in the matter as agent or broker for any such person) who is a party to any 
such transfer, or who in pursuance of any such transfer delivers any silver bullion 
or interest therein, without a memorandum stating truly and completely the 
information herein required, or who delivers any such memorandum without 
having the proper stamps affixed thereto, with intent to evade the foregoing 
provisions, shall be deemed guilty of a misdemeanor, and upon conviction thereof 
shall pay a fine of not exceeding $1,000 or be imprisoned not more than six 
months, or both. Stamps affixed under this subdivision shall be canceled (in 
lieu of the manner provided in section 804) by such officers and in such manner 
as regulations under this subdivision shall prescribe. Such officers shall cancel 
such stamps only if it appears that the proper tax is being paid, and when stamps 
with respect to any transfer are so canceled, the transferor and not the transferee 
shall be liable for any additional tax found due or penalty with respect to such 
transfer. The Commissioner shall abate or refund, in accordance with regula- 
tions issued hereunder, such portion of any tax hereunder as he finds to be 
attributable to profits (1) realized in the course of the transferor’s regular business 
of furnishing silver bullion for industrial, professional, or artistic use and (a) not 
resulting from a change in the market price of silver bullion, or (b) offset by 
contemporaneous losses incurred in transactions in interests in silver bullion 
determined, in accordance with such regulations, to have been specifically related 
hedging transactions; or (2) offset by contemporaneous losses attributable to 
changes in the market price of silver bullion and incurred in transactions in silver 
foreign exchange determined, in accordance with such regulations, to have been 
hedged ifically by the interest in silver bullion transferred, The provisions 
of this subdivision shall extend to all transfers in the United States of any interest 
in silver bullion, and to all such transfers outside the United States if either 
party thereto is a resident of the United States or is a citizen of the United States 
who has been a resident thereof within three months before the date of the 
transfer or if such silver bullion or interest therein is situated in the United 
States; and shall extend to transfers to the United States Government (the tax 
in such cases to be payable by the transferor), but shall not extend to transfers 
of silver bullion by deposit or delivery at a United States mint Melee Romer 
tion by the Preside t or in compliance with any Executive order issued pursuant 
to section 7 of the Silver Pure Act of 1934, The tax under this subdivision 


on transfers enumer in subdivision 4 shall be in addition to the tax under 
such subdivision. } subdivision shall apply (1) with en to all transfers 
of any interest in silver bullion after the enactment of the Silver Purchase Act 
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of 1934, and (2) with respect to all transfers of any interest in silver bullion on 
or after May 15, 1934, and prior to the enactment of the Silver Purchase Act of 
1934, except that in such cases it shall be paid by the transferor in such manner 
and at such time as the Commissioner, with the approval of the Secretary of the 
Treasury, may by regulations prescribe, and the requirement of a memorandum 
of such transfer shall not apply. 

“As used in this subdivision— 

“The term ‘cost’ means the cost of the interest in silver bullion to the trans- 
feror, except that (a) in case of silver bullion produced from materials containing 
silver which has not previously entered into industrial, commercial, or monetary 
use, the cost to a transferor who is the producer shall be deemed to be the market 
price at the time of production determined in accordance with regulations issued 
hereunder; (b) in the case of an interest in silver bullion acquired by the trans- 
feror otherwise than for valuable consideration. the cost shall be deemed to be 
the cost thereof to the last previous transferor by whom it was acquired for a 
valuable consideration; and (e) in the case of any interest in silver bullion ac- 
quired by the transferor (after April 15, 1934) in a wash sale, the cost shall be 
deemed to be the cost to him of the interest transferred by him in such wash 
sale, but with proper adjustment, in accordance with regulations under this sub- 
division, when such interests are in silver bullion for delivery at different times. 

“The term ‘transfer’ means a sale, agreement of sale, agreement to sell, memo- 
randum of sale or delivery of, or transfer, whether made by assignment in blank 
or by any delivery, or by any paper or agreement or memorandum or any other 
evidence of transfer or sale; or means to make a transfer as so defined. 

“The term ‘interest in silver bullion’ means any title or claim to, or interest in, 
any silver bullion or contract therefor. 

“The term ‘allowed expenses’ means usual and necessary expenses actually in- 
curred in holding. processing. or transporting the interest in silver bullion as to 
which an interest is transferred (including storage, insurance, and transportation 
charges but not including interest, taxes, or charges in the nature of overhead), 
determined in accordance with regulations issued hereunder. 

“The term ‘memorandum’ means a bill, memorandum, agreement, or other 
evidence of a transfer. 

“The term ‘wash sale’ means a transaction involving the transfer of an interest 
in silver bullion and, within thirty days before or after such transfer, the acquisi- 
tion by the same person of an interest in silver bullion. Only so much of the 
interest so acquired as does not exceed the interest so transferred, and only so 
much of the interest so transferred as does not exceed the interest so acquired, 
shall be deemed to be included in the wash sale. 

“The term ‘silver bullion’ means silver which has been melted, smelted, or re- 
fined and is in such state or condition that its value depends primarily upon the 
silver content and not upon its form.” 

Sec. 9. The Seeretary of the Treasury is hereby authorized to issue, with the 
approval of the President, such rules and regulations as the Secretary of the 

reasury may deem necessary or proper to carry out the purposes of this Act, or 
of any order issued hereunder. 

Sec. 10 As used in this Act— 

‘i The term “‘person” means an individual, partnership, association, or corpora- 
on; 

The term “‘the continental United States’’ means the States of the United States, 
the District of Columbia, and the Territory of Alaska; 

The term “‘monetary value’’ means a value calculated on the basis of $1 for an 
amount of silver or gold equal to the amount at the time contained in the 
silver dollar and the gold dollar, respectively; 

The term ‘stocks of silver’ means the total amount of silver at the time owned 
by the United States (whether or not held as security for outstanding currency 
of the United States) and of silver contained in coins of the United States at the 
time outstanding; ‘ 

The term “‘stocks of gold’’ means the total amount of gold at the time owned by 
the United States, whether or not held as a reserve or as security for any out- 
standing currency of the United States. 

Sec. 11. There is authorized to be appropriated, out of any money in the 
Treasury not otherwise appropriated, the sum of $500,000, which shall be available 
for expenditure under the direction of the President and in his discretion, for any 
pu in connection with the car out of this Act; and there are hereby 
authorized to be appropriated annually such additional sums as may be necessary 
for such purposes. J us 
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Sec. 12. The right to alter, amend, or repeal this Act is hereby expressly 
reserved. If any provision of this Act, or the application thereof to any person 
or circumstances, is held invalid, the remainder of the Act, and the application of 
such provision to other persons or circumstances, shall not be affected thereby. 

Sec. 13. All Acts and parts of Acts inconsistent with any of the provisions of 
this Act are hereby repealed, but the authority conferred in this Act upon the 
President and the Secretary of the Treasury is declared to be supplemental to the 
authority heretofore conferred. 


Approved, June 19, 1934, 9 p. m. 





Section 4 or Act or Jury 6, 1939 


Sec. 4. (a) Each United States coinage mint shall receive for coinage into 
standard silver dollars any silver which such mint, subject to regulations pre- 
scribed by the Secretary of the Treasury, is satisfied has been mined subsequently 
to July 1, 1939, from natural deposits in the United States or any place subject 
to the jurisdiction thereof. 

(b) The Director of such mint with the consent of the owner shall deduct and 
retain of such silver so received 45 per centum as seigniorage for services performed 
by the Government of the United States relative to the coinage and delivery of 
silver dollars. The balance of such silver so received, that is 55 per centum, shall 
be coined into standard silver dollars and the same or any equal number of other 
standard silver dollars shall be delivered to the owner or depositor of such silver, 
and no provisions of law taxing transfers of silver shall extend or apply to any 
delivery of silver to a United States mint under this section. The 45 per centum 
of such silver so deducted shall be retained as bullion by the Treasury or coined 
into standard dollars and held or disposed of in the same manner as other bullion 
or silver dollars held in or belonging to the Treasury. 

(ec) The Seeretary of the Treasury is authorized to prescribe regulations to 
carry out the purposes of this section. Such regulations shall contain provisions 
substantially similar to the provisions contained in the regulations issued pur- 
suant to the Act of Congress approved April 23, 1918 (40 Stat. L., p. 553), known 
as the Pittman Act, with such changes as he shall determine prescribing how silver 
tendered to such mints shall be identified as having been produced from natural 
deposits in the United States or any places subject to its jurisdiction subsequent 
to July 1, 1939. 


Approved, July 6, 1939. 





[Pusuic Law 579—79TH ConcRgss] 


(CuapTEerR 718—2p Szssion] 
{H. R. 4590] 
AN ACT 
To authorize the use by industry of silver held or owned by the United States, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That hereafter the Secretary of the Treasury is 
authorized to or lease for manufacturing uses, including manufacturing uses 
incident to reconversion and the building up of employment in industry, upon 
such terms as the Secretary of the Treasury shall deem advisable, to any person, 
partnership, association, or corporation, or any department of the Government, 
any silver held or eae by the United States at not less than 90.5 cents per fine 
troy ounce: Provided, That at all times the ownership and the possession or control 
within the United States of an amount of silver of a monetary value equal to the 
face amount of all outstanding silver certificates heretofore or hereafter issued by 
the Secretary of the Treasury shall be maintained by the Treasury: Provided 
Jurther, That hereafter each United States coinage mint shall receive for coinage 
silver mined after July. 1, 1946, from natural deposits in the United States or any 
place subject to the jurisdiction thereof, as provided in the Act of July 6, 1939 
(Public Law 165, Seventy-sixth Congress), and tendered to such mint within one 
year after the month in which the ore from which it is derived was mined, except 
ee ee ee ee leaend oF 6 per captem 
aS prov: in section 4 (b) of said Act. 

Approved July 31, 1946. 
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TREASURY DEPARTMENT, 
May 28, 1956. 
Hon. J. W. Fusricut, 
Chairman, Senate Committee on or Ber, Currency, 
United States Senate, Washington, D. C. 


Dear Mr. CuarrMan: This is in reply to the request of your committee for the 
views of the Treasury Department on 8. 1427, a bill, to repeal certain legislation 
relating to the purchase of silver, and for other purposes. 

If the Congress should decide to repeal the legislative provisions relating to the 
purchase of silver set forth in the proposed bill, the Treasury Department would 
not be disposed to object to the enactment of such legislation. 

The Department has been adyised by the Bureau of the Budget, that there is 
no objection to the submission of this report to your committee. 


Very truly yours, 
M. B. Fotsom, 
Acting Secretary of the Treasury. 


Boarp oF GOVERNORS OF THE 
FEDERAL ResERVE SysTEM, 
Washington, June 1, 1956. 
Hon. J. W. Fu.pricut, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


My Dear Mr. Cuarrman: This is in response to Mr. Yingling’s letter of 
March 15, 1955, requesting an opinion as to the merits of the bill S. 1427 to 
repeal certain legislation relating to the purchase of silver, and for other purposes. 

This bill would repeal the Silver Purchase Act of 1934, section 4 of the act of 
July 6, 1939, the act of July 31, 1946, and certain sections of the Internal Revenue 
Code. It would provide for the maintenance by the Treasury Department of 
certain reserves in silver bullion or silver dollars against outstanding silver 
certificates and for the exchange of silver certificates on demand for silver dollars; 
and it would authorize the Secretary of the Treasury to coin silver dollars and to 
provide for subsidiary silver coinage. 

The principal effect of the bill would be to eliminate from the law provisions 
fixing the price at which silver is purchased by the Secretary of the Treasury. 
In the past few years the New York market price for foreign silver has been 
below 90.5 cents and all domestic production of silver has been sold to the Treas- 
ury; and the Treasury, by virtue of the act of July 31, 1946, may not sell silver 
at less than 90.5 centsan ounce. Recently the market price has risen and ap- 
proached 90.5 cents. The price is unlikely to rise very much above this level 
since at that point American-produced silver would tend to flow to the market 
rather than to the Treasury. 

To the extent that silver purchased hy the Treasury may be monetized through 
coinage or through the issue of silver certificates, such purchases have the effect 
of increasing the country’s money supply with a resulting increase in bank reserves 
and in the base for credit expansion. Such arbitrary additions have no relation 
to the need for bank reserves and, from a credit point of view, are unnecessary as 
long as the supply of gold and Federal Reserve credit continues to be ample. 
Additions to bank reserves through monetization of silver have been relatively 
small in amount, however, and can be offset, if necessary, so that the purchase of 
an does not substantially affect the general credit or monetary situation at 

time. 

The Federal Reserve has expressed the view on several occasions in the past 
that it would not be desirable to extend the role which silver plays in our monetary 
system. Due to the factors pointed out above, it would appear that sound 
reasons continue to exist for revision of the present silver purchase laws. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sineerely yours, 


Wm. McC, Martin, Jr. 
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THE SECRETARY OF COMMERCE, 
Washington 25, D. C., May 28, 1956. 
Hon. J. W. Funerienxt, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Mr. CHARMAN: This is in response to the request of your committee 
for the views of the Commerce Department on 8. 1427, a bill to repeal certain 
legislation relating to the purchase of silver, and for other purposes. 

Although the laws which will be repealed if S. 1427 is enacted into law are tied 
into our monetary system, they also affect the base-metal mining industry and the 
silver-using industry. This Department considers that the effect of this legisla- 
tion on the monetary system can best be determined by the Federal Reserve and 
the Treasury Department. 

Insofar as the base-metal mining industry and the silver-using industry are 
affected, this Department is concerned with the effect of the mandatory require- 
ment of acceptance of domestic silver by the Treasury at a price fixed by law at 
90.5 cents per ounce. In effect, regardless of need, all domestic silver is taken by 
the Treasury whenever this price is higher than the market price, a situation 
which has existed most of the time since enactment of the silver purchase laws. 
As a result, the silver-using industry has been forced to depend almost entirely 
on foreign silver, the supply and price of which have been controlled by outside 
interests. 

In addition, the mining industry itself has not received equal benefits through 
the higher price paid by the Treasury, which has been in effect a subsidy. Many 
copper, lead, and zine producers are not fortunate enough to find silver in their 
ores. In providing a subsidy to aid copper, lead, and zine producers, these laws 
are defective in that they have provided aid without regard to need by assisting 
only those producers who find silver in their ores. 

The Department recommends that the Congress take the above factors into 
consideration in determining whether or not present laws should be kept in effect. 

We have been advised by the Bureau of the Budget that it would interpose no 
objection to submission of this letter to your committee. 

Sincerely yours, 
Water WILLIAMS, 
Acting Secretary of Commerce. 


DEPARTMENT OF THE INTPRIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 26, 1956. 
Hon. J. W. FuLpricut, 
Chairman, Committee on Banking and Currency, 
Uniied States Senate, Washington 25, D. C. 


My Dear Senator Funsricut: Your committee has requested a feport on 
8. 1427, a bill to repeal certain legislation relating to the purchase of silver, and 
for other purposes. 

One of the laws which the subject bill would repeal is section 4 of the act of July 
6, 1939 (53 Stat. 998, 31 U. S. C. 316c), as amended by the act of July 31, 1946 (60 
Stat. 750, 31 U. 8. C. 316d). 

Under this law, the United States mints have been required to coin, into stand- 

ard silver dollars, any domestically mined silver tendered to the Treasury within 
1 year after the month in which the ore was mined, subject to a seigniorage deduc- 
tion of 30 percent. Since the value of the silver in the silver dollar is now set at 
$1.2929+ a fine troy ounce, practically all domestic silver eligible for coinage has 
been, and is now being, sold to the Treasury, under the 1939 act, as amended, at 
90.5 cents an ounce. is price, for the years 1947 through 1954, averaged about 
11 cents above the New York commercial price for foreign and other silver not 
sold to the Treasury under the 1939 coinage law. However, the price of silver 
on the New York silver market on March 23, 1955, was only 2 cents below the 
Treasury price. 
_ The bill would permit the Treasury to pay the current market price, whatever 
it may be, for monetary silver. Thus, so long as the commercial price for silver 
is less than the price which the coinage law requires be paid for silver offered to 
the Treasury, the enactment of this bill will result in a lower price for dornestic 
newly mined silver. 

Statistics show that in recent years some two-thirds to three-fourths of the do- 
mestic silver output has been recovered as a byproduct of base-metal ores. The 
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revenue from such silver is an important factor in numerous western base-metal 
mining operations, particularly lead and zinc. So long as the commercial price 
of silver is less than the price which the coinage law of 1939, as amended, requires 
be paid for silver offered to the Treasury, many of these base-metal mines will 
suffer substantial injury if that law is repealed. 

The bill relates primarily to the monetary policy of the United States and 
* other matters largely of concern'to the Treasury Department. Those matters 
are not within the jurisdiction of this Department. We recommend, however, 
that the facts recited above be considered when determining whether the bill 
should be enacted. 


The Bureau of the Budget has advised us that there is no objection to the 
submission of this report to your committee. 
Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 

Senator Dovetas. The chief sponsor of the bill, Senator Green, is 
present. I wonder if he would care to make any statement. 

Senator Green. No; Mr. Chairman, I would prefer to wait until 
I have heard some of the testimony. 

Senator Dovetas. I think we should also state for the record that 
the chairman of the Banking and Currency Committee has received a 
letter signed by 30 Senators from Western States asking, as I under- 
stand it, for an indefinite postponement of these hearings. 

Senator Bennett. Mr. Chairman, I was one of the signers. The 
purpose was to obtain for the Representatives from the Western 
States an opportunity to present their side of the case after the 
Congress reconvenes in January. It was not a request for an indefinite 
postponement. 

Senator Doucias. May I say that of course we will see to it that 
all sides have adequate representation and an opportunity to be heard. 


I think that we should push the hearings on this matter as speedily as 
possible, and offer both to proponents and yy ne of the bill an 
0 


opportunity to testify during this session of Congress, but with no 
final decision as to whether or not the hearings be concluded at 
this session of Congress. 

Senator Bennetr. May I ask the chairman if he has changed his 
position with reference to the deadline of next Monday night in which 
applications for the right to appear may be made? 

Senator Doveuas. No; the chairman has not changed his position 
on that. That does not mean that testimony will be taken at this 
session, but it does mean that applications to be heard should be 
made by next Monday. 

Senator Bennett. That, then, does not effectively carry out the 
chairman’s proposal that people would be given an opportunity to 
prepare themselves to testify. 

Senator Doveuas. That i. not mean they will be called to testify 
at this session. It merely means that they shall file a request to 
testify. Notice was given last week that the hearings would be held, 
but thus far we have had no request to testify from the supposed 
opponents of the bill. I can hardly believe that there is aa una- 
nimity of opinion in support of the bill. Therefore I felt that possibly 
it cg desirous to speed up the applications of the opponents to be 
heard, 

Senator Bennett. Well, is the Senator stepping his deadline for- 
ward? The opponents of the bill have until next Monday night, as 
I understand it. 
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Senator Dovauas. To ask that they be heard. 

Senator Bennett. That is right. 

Senator Dovetas. I think we should put in the record a letter from 
the 30 Western Senators at this point, together with the letter of the 
chairman in reply. 

(The letters referred to follow:) 


Unitep Srares SENATE, 
CONFERENCE OF WESTERN SENATORS, 


June 29, 1955. 
Hon, J. W. FULBRIGHT, 


Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


Deak Mr. Cuarrman: We have been informed that the Senate Banking and 
Currency Committee on July 13, 1955, contemplates holding hearings on 8.1427 
designed to repeal certain legislation relating to the purchase of silver and for 
other purposes. So far as we know, there has been no public announcement of 
the date for such hearings. 

Your attention is invited to our belief that no worthwhile result could possibly 
accrue to the silver-using industry or the country generally if this bill should be 
enacted into law, and that such enactment, if it should eventuate, would cause 
great harm to the domestic nonferrous metal-mining industry. For your infor- 
mation, to a considerable degree, this segment of the metal-mining industry is 
dependent upon the silver values in its ores for its margin of profit and to enable 
it to continue its production of the base metals with which silver is associated in 
its ores. In many instances the survival of the producers of copper, lead and 
zine would be in jeopardy. 

Further, it is pointed out’ that the entire production of ‘domestically mined 
silver is now bought by the United States Mint at a price of 90.5 cents an ounce, 
and that 70 percent of this silver is coined into standard silver dollars or is other- 
wise monetized and becomes a part of the metallic reserves of our currency 
system at its monetary. value of $1.29 an ounce. The remaining 30 percent con- 
stitutes a profit to the Government. This monetary. value has been on the 
statute books ever since April 2, 1792, the date of approval of the First Coinage 
Act. 

Under the act of July 31, 1946, the Treasury is authorized to sell nonmonetized 
silver for industrial uses at not less than 90.5 cents an ounce, and in view of the 
fact that the New York market price of silver today is 90 cents an ounce, we are 
unable to see wherein any useful pu would be served by attempting to repeal 
the silver purchase laws cited in 8. 1427. 

We are vitally interested in this bill and if the proposed hearings should material- 
ize we would not have at this late date sufficient time to be prepared to present our 
views. Moreover, several Members of the House of Representatives also wish to 
be heard as well as 40 or more representatives of the widely scattered mining 
operations of the West, together with mining associations, chambers of commerce, 
and other groups that share with us a deep interest in silver. There is not ample 
time in which to notify the individuals and groups interested and for them to 
complete their preparations for participating in the hearings by July 13. At this 
late period in the session all of us are extremely busy on other matters of vital 
interest, and since there is no chance of securing legislative action on this bill 
before adjournment, we strongly urge that this hearing be indefinitely postponed. 

Sincerely yours, 

Wallace F. Bennett, Henry C. Dworshak, Mike Mansfield, Frank 
Barrett, George W. Malone, Barry Goldwater, Eugene D. Milli- 
kin, Clinton P. Anderson, Roman L. Hruska, Karl E. Mundt, 
Robert S. Kerr, Francis Case, William F. Knowland, Dennis 
Chavez, Thomas H. Kuchel, James E. Murray, Carl Hayden, 
Alan Bible, Wayne Morse, Henry M. Jackson, Arthur V. Watkins, 
Gordon Allott, William Langer, Milton R. Young, Richard L. 
Neu r, Warren G. Magnuson, Herman Welker, Carl T. 
Curtis, Joseph C. O’ Mahoney, Mike Monroney. 
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Jury 6, 1955. 
Hon, James E. Murray, 
and 
Hon. Wauiace F. BENNETT, 
Cochairmen, Conference of Western Senators, 
United States Senate, Washington 25, D. C. 


Dear Senators: I have your letter of June 29 signed by yourselves and other 
members of the Conference of Western Senators regarding hearings on 8. 1427, 
the so-called silver purchase repeal bill. 

This bill is pending before the Subcommittee on Federal Reserve, of which 
Senator Douglas is chairman. 

Some weeks ago Senator Douglas indicated his desire to hold some hearings on 
this legislation at this session, and I advised him that I had no objection to that 
plan. Subsequently he gave notice in the Congressional Record of July 1, at 
page 8204, of his intention to commence hearings on July 11. Details of the 
schedule have not yet been worked out, but I now understand it is unlikely that 
the hearing will be held on the 11th but that it is planned to begin the hearings 
some time-during that week. 

Sincerely yours, 
J. W. Futsrient, Chairman. 


Senator Doveras. I may say that everyone will be given a chance 
to be heard. 

The first. witness this morning is Mr. Burgess, Under Secretary of 
the Treasury. Mr. Burgess, would you proceed with your testimony. 


STATEMENT OF. W. RANDOLPH BURGESS, UNDER SECRETARY OF 
THE TREASURY 


Mr. Burcess. Mr. Chairman, on behalf of the Treasury I am glad 
to comment on this bill, S. 1427. I brought with me this morning 
several of my associates in the Treasury—Mr. Brett, who is the 
Director of the Mint; Dr. Howard, who is the Assistant Director of 
the Mint; and Mr. Arnold of the Legal Department of the Treasury. 

The bill before you relates to a series of acts governing the monetary 
use of silver. It deals with a subject which is controversial both from 
the point of view of monetary theory and because of the diverse © 
interests of important groups of our population. 

The Treasury interest in this bill relates to the very practical ques- 
tion of our ability to carry out successfully, and without economic ill 
effects, operations within the area of our statutory responsibility for 
silver coinage and pene currency secured by silver. 

From the point of view of Treasury operations today, the principal 
effect of this bill would be that the Treasury would no longer be 
required to purchase newly mined domestic silver and to issue silver 
certificates against it. 

Under the bill the Treasury would, however, be instructed to main- 
tain the silver reserve behind silver certificates, and might use silver 
not required for reserves for coinage purposes. 

The Treasury would continue to have authority, under prior legis- 
lation, to buy in the market silver needed for subsidiary coinage. 

The Treasury has operated under the provisions of the present 
legislation for a period of years and has found no serious difficulty 
in so doing, without untoward economic effect, either inflationary or 
deflationary. On the other hand, if this legislation were repealed, 
we could operate under the remaining provisions of law to meet the 


coinage and currency requirements of the United States which are 
related to silver. 





REPEAL OF SILVER PURCHASE ACTS ll 


Silver has had a spectacular place in our monetary history. I 
shall not go into the details of the attempt to operate a bimetallic 
currency in the 18th and 19th century. Since the act of 1900 the 
United States has, except in 1933, operated on a gold standard, but 
through this period has used silver to back part of the currency, and 
has used silver for subsidiary coinage. 

The Silver Purchase Act of 1934 reintroduced the legal requirement 
of the purchase of silver by the Treasury without immediate regard 
to coinage needs. Under the further legislation adopted in 1939 and 
1946, the Treasury buys all domestically mined silver offered to it 
at a net price of 90.5 cents per ounce. The Treasury then issues 
silver certificates at a monetary value of $1.29 per ounce. The 
seigniorage of 30 percent is left as ‘‘free silver,’”’ which can be used for 
subsidiary coinage or other purposes authorized by law. 

For the last 20 years, except for a few brief periods, the Treasury 
buying price for silver was higher than the market price for silver. 
Domestic silver, therefore, came to the Treasury, while industrial 
needs were supplied from foreign silver. 

Silver has today a secondary, not a primary monetary role. We 
have an international gold bullion standard. The dollar is defined 
in terms of a fixed amount of gold and the Secretary of the Treasur 
is required to keep all forms of United States currency at a parity with 
gold. This is the firm base of our monetary policy. 

In the past year, April to April, new silver certificates were issued 
for about $26 million, against newly mined silver. Total silver cer- 
tificates outstanding are $2.2 billion—that is not including those in 
the Federal Reserve banks—with a total of $30 billion for all forms 
of money in circulation outside the Treasury and Federal Reserve 
banks. The proportion of silver certificates in our system is about 
the same now as it was in the 1920’s, and for the past decade. 

Although the form of the law has been changed from time to time, 
this country has historically used silver for coinage and to back smaller 
denomination currency. Silver certificates are the only currency 
which we have in the $1 denomination and they constitute a part of the 
$5 and $10 bills, with a very small amount of some larger denomina- 
tions. But, practically speaking, silver certificates are in the $1, $5, 
and $10 denominations. The bill before you contemplates continued 
circulation of silver coins and certificates. 

If the legislation were repealed, the Treasury would still be able to 
purchase silver for subsidiary coinage by using the bullion fund first 
established in 1792, and modified from time to time by later legisla- 
tion. Last year we used 53 million ounces for such coinage, that is, 
for subsidiary coinage. The United States production of silver in 
1954 was 37 million ounces, an amount less than Treasury require- 
ments for subsidiary silver. 

The world as a whole was drawing on silver stocks, since consump- 
tion for coinage and industrial use was 219 million ounces, 5 million 
more than production of 214 million ounces. But the situation was 
almost in balance. 

In short, from a monetary standpoint the legislation which would - 
be repealed by S. 1427 is not ne and the Treasury would have 
of objection to its repeal. On the an hand, it creates no ‘serious 
difficulties for us and we can continue to operate under it if the 
Congress so decides. 

66839—55—pt. 12 
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Senator Dovetas. Thank you. The chairman will start with 10 
minutes of questions, and then will alternate between the Republican 
and Democrat sides, each Senator being allotted 10 minutes. 

Senator Ropertson. Mr. Chairman, we have an important ne 
of the Appropriations Committee on foreign aid, and while I woul 
like to stay here to hear this testimony, I feel that the other is more 
urgent. I have just heard the Treasury say that this bill is not 
necessary. In any event, I am sure we are not going to be able to 
complete action on it at this session, if we adjourn the week after next. 
I just want to say that I shall follow the hearings and be here as much 
asI can. But in view of the statement made to me yesterday by our 
colleague from Utah, that he was not able to get to Washington the 
witnesses from the silver-producing States that are very much in- 
terested, | would be forced to vote as a member of the subcommittee 
to give them fair opportunity to be heard, without committing myself 
one way or the other. 

Senator Dovcias. The Chair has already given assurance that all 
groups will be heard. I have said that applications to be heard shall 
be filed by next Monday night. That does not mean they must be 
heard immediately. 

Senator Ropertson. My impression was that the Chair was 
planning to end these hearings in maybe 2 or 3 days. 

Senator Douatas. No; that is not correct. 

Senator Ropertson. I am glad to hear that. And I am sorry I 
cannot stay to hear the further testimony. 

Senator Doucias. We appreciate your coming. Thank you very 
much. 

How much silver, in ounces, did the Treasury purchase last year? 

Dr. Howarp. About 36 million ounces. 

Senator Dovetas. And it paid for this silver at the rate of 90.5 
cents per ounce. 

Dr. Howarp. Yes, sir. : 

Mr. Buregss. I may say that Dr. Howard was a former professor 
of accounting at the University of Virginia. He came with the 
Treasury some years ago to help out in matters in the Mint. 

Senator Dovetas. What is the silver content of a dollar? 

Dr. Howarp. A silver dollar 

Senator Dovetas. In terms of ounces. 

Dr. Howarp. About 0.77 of an ounce. 

Senator Dovetas. That is the reserve behind a $1 silver certificate. 

Dr. Howarp. Yes, sir. 

Senator Doveias. How much was paid for the ounce? 

Dr. Howarp. 90.5 cents for the ounce. 

Senator Dove.as. What is the seigniorage? 

Dr. Howarp. The seigniorage is the difference between the cost 
and the monetary value, which is the difference between 90.5 cents 
and $1.29. It is 30 percent seigniorage. 

Senator Douvetas. Of your 36 million ounces, how many ounces 
did you coin in the subsidiary coins? 

Dr. Howarp. Well, there was available about 10 million to 11 
million ounces for subsidiary coinage. 

Senator Dovetas. Did you coin that amount in subsidiary coinage? 

Dr. Howarp. We coined more than that amount. 

Senator Douveias. How much did you coin? 
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Dr. Howarp. About 53 million ounces, sir. 

Senator Doveuas. You purchased 36 million ounces. 

Dr. Howarp. Yes, sir, of which about 10 million or 11 million 
became available for subsidiary coinage. 

Senator Dovetas. Where did you get the rest of the ounces for 
subsidiary coinage? 

Dr. Howarp. We had it in an account called “free silver.” It is 
an account in the general fund of the Treasury. 

Senator Dovetas. That is the profits on past purchases of silver. 

Dr. Howarp. That is; yes, sir. 

Senator Dovetas. How much does that amount to, that fund, now? 

Dr. Howarp. At the present time, about 26 million ounces. 

Senator Dovetas. You do not have a great deal left in that fund, 
do you? 

Dr. Howarp. No, sir. 

Mr. Bureess. I think we should add that we have obligations on 
the part of a number of foreign countries to return to us silver which 
they were given under lend-lease. 

Senator Dovetas. India? 

Mr. Buresrss. India has the largest amount. The total is about 
400 million ounces. Some of that is now coming in. 

Senator Dovetas. When is that due? 

Dr. Howarp. That is due in April 1957, and in some cases there 
can be an extension, through agreement, of 2 years. The Dutch at 
the present time are returning silver to us. They borrowed about 56 
million ounces of silver, and they are in the process of returning about 
52 million ounces to us, and that will be available for subsidiary coin- 
age. It will go into this account, the free silver account in the general 
fund. 

Senator Dovetas. You expect to get the Indian loan back? 

Dr. Howarp. Sir, as far as I am concerned, we expect to get it all 
back; yes, sir. 

Senator Dovetas. So you think that with the repayment of the 
loans, you would have an ample supply of so-called free silver with 
which you could meet the demands of the subsidiary coinage for some 
time to come. 

Dr. Howarp. I wouldn’t say it would be ample. If the silver 
comes in in rather large quantities, yes; if it drags along, we might 
be pinched between now and 1957, because the Dutch are the only 
ones repaying theirs in advance. 

Senator Dovetas. Do you think that current purchases of 36 mil- 
lion ounces of silver are necessary to maintain and replenish the sub- 
sidiary coinage of the country? 

Dr. Howarp. Well, I think one thing I should make clear, Senator, 
is that the purchase of 36 million ounces does not mean that we have 
available for subsidiary coinage 36 million. It means that we only 
have 30 percent availble; or ou 10 million or 11 million. 

Senator Dovetas. Do you think that is a sufficient quantity? 

Dr. Howarp. No, sir. Our rate of coinage at the present time, I 
believe, as we have set it up, if the coin demand does not change, is 
about 22 million ounces. But I do feel that with what we have, plus 
what we are getting back from the Dutch, plus what we are getting 
in the form of the 30 percent, we will likely be able to get through the 
next couple of years, unless there is a very heavy demand for coin. 
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Senator Dovetas. If you only purchased 11 million ounces a year, 
with the reserves you have, you would be able to meet the demand for 
subsidiary coinage? 

Dr. Howarp. If it is not exceedingly heavy. 

Senator Doveras. Then the other 25 million ounces are used for 
what purpose? 

Dr. Howarp. That is revalued and put back as silver certificates. 

Senator Dovatas. Silver certificates. In what denominations are 
silver certificates issued? I have here some $1 bills. Are all $1 bills 
silver certificates? 

Mr. Burasgss. I think I mentioned that in my statement. They 
are largely the ones. There are some fives and a few tens and a very 
few of larger denominations. 

Senator Doveuas. I have a $2 bill. Are all $2 bills silver cer- 
tificates? 

Dr. Howarp. No, sir; but the great bulk of bills below $5 are 
silver certificates. Bills starting at $5—the Federal Reserve does 
put out a five. 

Senator Dovetas. What is the proportion between Federal Reserve 
fives and silver certificate fives? I sent over this morning to see if I 
could get some Federal Reserve fives and found I could not. All I 
could get were the silver certificate fives. 

Mr. Bureaess. As shown in the Treasury circulation statement, the 
circulation of fives is in silver certificates and Federal Reserve notes, 

Dr. Howarp. In fives, if my eyes serve me right, silver certificates 
outstanding, May 31, $823 million in silver certificates, $324,000 in 
Treasury notes of 1890, $236 million in United States notes and $341 
of Federal Reserve bank notes. 

Senator Dovetas. That is $341 million. 

Dr. Howarp. I looked at the wrong line. Federal Reserve notes in 
fives are $976 million. 

Senator Dovexas. So there are equal amounts of silver certificates 
and Federal Reserve notes. The other types of currency are really 
vestigial and more or less disappearing—that is, the greenbacks, the 
notes of 1890, the old national banknotes and so forth, they are on the 
way out. 

Mr. Bureesss. Well, the United States notes, the old greenbacks, 
there are still over $300 million. You remember there had been a 
partial gold reserve put back of those. 

Senator Dove.as. So that in practice can we say this—that the 
currency now largely consists of Federal Reserve notes, plus silver 
certificates, plus silver subsidiary coins. 

Mr. Buresss. That is correct. 

Dr. Howarp. Plus other coins. 

Senator Dove.as. Are there any silver certificates in denomina- 
tions larger than $10? 

Mr. Buregss. Very few. That is vestigial also. We are not issu- 
ing them, but there are still a few recorded as outstanding, which 
may be lost. 

Senator Doueuas. So that from $20 up, the Federal Reserve holds 
the field; below $10, silver holds the field; at $10 Federal Reserve 
and silver divide the field, is that, correct? 
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Mr. Burcess. Well, at $5 they divide the field. When you get 
above $5, the tens are predominantly Federal Reserve, the twenties 
are almost all Federal Reserve, and so on. 

Senator Dovetas. And below $5, silver. 

Mr. Bureegss. Yes, sir. 

Dr. Howarp. For example, on the tens, in silver certificates, 
$120 million of tens, and there are $6,222 million of Federal Reserve 
notes. 

Senator Dovetas. When was the last silver dollar coined? 

Dr. Howarp. 1935. 

Senator Dovatas. I have a silver dollar here coined in 1923 but 
it looks very fresh. It has no signs of wear. 

Dr. Howarp. I can explain that to you. In 1918, under the 
Pittman Act, a great many of the silver dollars were melted and they 
were recoined in the early twenties. The bulk of our silver dollars 
we now have were coined in 1921 and 1922, some in 1923. And 
they are new. They have never been paid out. We have about 200 
million of them in the mints, and that is why we are not coining 
silver dollars, the fact that we do have an ample supply to meet the 
demand. 

Senator Dovetas. You have 200 million silver dollars in the mints 
not in circulation. 

Dr. Howarp. Yes, sir. 

Senator Dovetas. Well 

Mr. Burazss. They are mostly security, of course, for silver cer- 
tificates in circulation. 

Senator Dove.tas. You mean they double as coins themselves and 
also a reserve. 

Dr. Howarp. But in order to get them out of the mint, you must 
turn in a silver certificate. 

Senator Dovetas. You don’t know how this was derived, but 
somebody must have turned in a silver certificate for it. 

Dr. Howarp. That is right, sir. 

Senator Dovetas. It looks almost like a virgin coin. 

Dr. Howarp. It is brandnew. We have many more of them. 

Mr. Burcess. They make very nice presents, and we would be 
delighted to provide the Senators with some—if they will turn in 
equivalent silver certificates. 

Senator Dovetas. I think I have used up my 10 minutes. Senator 
Capehart, are you on the subcommittee? 

Senator CapeHart. I am a member of the subcommittee. 

Senator Dovatas. No offense intended. 

Senator CapeHart. I am sure there was none. I do not know that 
I have any questions particularly on this matter. I presume the 
situation is the same today as it was 2 years ago, and 4 years ago, 
and 6 years ago, as far as the buying of silver is concerned. 

Dr. Hew ian The situation is the same today as it has been since 


1946, sir. That is the last act, setting the price for newly mined 
silver at 90.5 cents. 

Mr. Burcsss. There is a change in the general market situation, 
Senator. The demands for silver have increased, other demands, aside 
from coinage. For example, there is an enormous amount of silver 
used for photography, millions of ounces in making films and se on. 
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So the outside demand for silver has risen and the market price for 
silver has risen somewhat. 

Senator Carrnartr. But the answers to the questions of the able 
Senator from Illinois with respect to the silver certificates, in the 
answers to all of his questions, the situation is exactly the same today 
as it was, say, 2 years ago or 4 or 6 years ago. 

Mr. Buregss. That is correct, Senator. 

Senator Caprenart. There has been no change in $1 bills, $2 bills, 
$5 bills. They are still silver certificates. 

Mr. Burcess. There is, of course, from year to year, a gradual rise 
in the amount of silver certificates outstanding, as we buy newly 
mined silver and apply it to the issuance of silver certificates. But 
that is very small—$25 million or $30 million a year. It is immaterial 
as far as our circulation goes. 

Senator CapeHART. You have sufficient silver for the moment for 
all purposes in the United States. 

Mr. Burecsss. We think we have. 

Senator CaPpEHART, Both for money purposes, coinage purposes, 
and for commercial purposes. 

Mr. Bureess. Of course, for commercial purposes, they have to 
buy foreign silver. 

Senator Capenart. They buy foreign silver. 

Mr. Bureess. Yes—Canadian silver or Mexican silver, silver from 
other sources. 

Senator CapeHart. Would you sell them any silver for commercial 
uses? 

Mr. Buresss. We have the right to sell silver. As a matter of 
fact, that occasion has not arisen, because over most of this period, 
the market price of silver has been below our buying price. Now, 
just in recent weeks, the two have come together. 

Senator CaprHart. In other words, you buy all the silver mined in 
the United States. 

Mr. Buregss. That is correct. 

Senator Capgnart. At 90.5. 

Mr. Buresss. That is right. 

Senator CarpeHart. Per ounce. 

Mr. Buresss. That is right. 

Senator Caprnart. That goes into the vaults of the Government. 

Mr. Burasgss. That is right. 

Senator CapeHart. And the silver used by the commercial interests 
s imported silver. 

Mr. Buresss. That is correct. 

Senator CapeHartT. At the moment, that is at a lower price. 
How much is it? 

Mr. Burgess. At the moment, it is almost identical in price. 

Senator CaprHart. Almost identical at the moment. Has this 
legislation had a tendency to hold down the production in the United 
States, or would you know? 

Mr. Burczss. Well, I would rather not answer that. I would 
rather have somebody in the mining business answer that. Of course, 
this legislation has undoubtedly over a period tended to firm up the 
price of silver. But there are other causes that have affected the 
mining of silver. 
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Senator CaprHart. Who does this legislation injure and who does 
it assist—either injure or assist? I am not saying that it does. I 
just do not know. 

Mr. Buresss. Well, there again, Senator, I think the people who 
might be injured would be heard from adequately. From a monetary 
point of view, it is not going to affect our operations seriously either 
way. 

Senator CapEHArRT. Has this law had a tendency to stabilize silver 
prices or does anyone know whether the silver price would be higher 
today or lower if you did not have this act? 

Mr. Burasss. There again, I would rather have somebody who 
follows the silver market answer that. I would say over a period of 
years our purchases of silver have undoubtedly tended to carry the 
price of silver higher. 

Senator CaprHart. Of course, the act to purchase silver was passed 
originally in 1934; was it not? 

Mr. Bureszss. Well, there are a whole series of acts—1934, 1939, 
1946. 

Senator Capgnart. If it was a good thing then, why is it not a good 
thing today? What happened that would make it undesirable today 
and desirable in 1934, 1939, and 1946? 

Mr. Buresgss. Well, there again I think that is something on which 
you gentlemen might draw a conclusion from hearing all the witnesses. 

Senator CaprHart. Well, the yardstick I try to use on legislation 
is, first, I try to figure out to whom it will do harm and whom it will 
assist. Then I try to figure out the best interests of the country or 
the people. Iam trying to figure this out in this instance. Something 
has been going on since 1934 and now we are talking about legislation 
to repeal it. What happened that made it good in 1934 and 1939 
and 1946 but makes it bad now? 

Mr. Bureuss. One has a hard time throwing his memory back. 
My general recollection is that at least I personally was not among 
those who advocated the legislation in 1934, 1939, and 1946. 

Senator CaprHart. I presume we will have witnesses who can 
answer that question. 

Mr. Buresss. I think so, yes. I think, Senator, the answer to 
that really will appear after you have had all the evidence in and have 
heard the different people. 

Senator CaPEHART, But your position is that you do not recom- 
mend repeal or maintaining the law. 

Mr. Burezss. That is correct. 

Senator CapsHart. You could live with repeal of it or you could 
live with the law as it is. 

Mr. Buresss. Yes, sir. 

Senator Caprnarr. I presume that you have some reason for taking 
that position. I know it is an honest position on your part or you 
would not take it. But that gets back to my point a minute ago. If 
it was in 1934, in 1939, and 1946, why is it not good today? 

Mr. Buresss. Well, Senator, I am trying to answer this from the 
point of view of the monetary policy of the United States. From 
that point of view, I do not think the operations under the law as it 
exists have done any damage to the monetary position of the country. 
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Senator Carprnart. In other words, you are only answering from a 
monetary standpoint. 

Mr. Buresss. That is correct. 

Senator Caprnart. Not from the commercial standpoint. 

Mr. Burenuss. That is correct. 

Senator Capenart. From a monetary standpoint, it makes no 
difference to you and the Treasury whether we do have the law or 
whether we do not. 

Mr. Burcsss. I think that is a little more broadly stated than I 
would like to make it, but that is the general sense of it. 

Senator Carprnart. The commercial viewpoint will be heard from 
other witnesses, is that it? 

Senator Dovetas. We hope to, sir. 

Senator Capenart. Under the present law are you required to 
buy all 

Mr. Burazss. All domestically mined silver. 

Senator Caprnart. Last year that ran about 36 million ounces. 

Mr. Buraszss. That is correct. 

Senator Caprenarr. Has the production of silver in the United 
States been going up or down or staying about the same? 

Mr. Burazss. Tending to do down. It is less than it was 20 years 
ago. I will be glad to put in the record the figures showing the domes- 
tic production of silver. They may be in already from the tables that 
the chairman has inserted. 

Senator CapEenarrt. I think that is important. For example, could 
you tell us what the domestic production of silver was each 10 years 
for the last 50 years? 

Mr. Bureezss. In 1900 it was 57 million ounces; in 1910 it was 57 
million; in 1920 it was 55 million; in 1930 it was 50 million; in 1940 
it was 68 million; in 1950 it was 42 million; in 1954 it was 37 million. 

Senator CapgeHArT. Do you have the prices for the same period of 
time? 

Mr. Buresss. Yes, sir. 

Senator CaprHart. What is the price fluctuation? 

Senator Doue.as. Speaking of the mint price or the market price? 
ee Caprnnart. The market price paid to the producer of 
silver. 

Senator Dovetas. Paid in the market or paid from the mint? 

Senator Carrnart. I am thinking in terms of the price that the 
producer received. 

Mr. Buresgss. The New York market price of silver, on an annual 
average, in 1930 was 38 cents; in 1940, 35 cents—rounding it off; in 
1950, 74 cents; in 1954, 85 cents; and as I indicated earlier, in recent 
weeks, it has been right around our purchase price of 90.5 cents. 

Senator CaprHart. How do you account for the fact that the do- 
mestic production has been going down consistently and yet you were 
buying all the domestically produced silver and you are buying it 
above the market price. at would happen to the silver industry 
of the United States if you were not buying it at a fixed price? Would 
it be chaotic? Would it create a chaotic condition? 

Mr. Buresss. Well, again, the mining interests can answer that 
better than I can, but silver, of course, is produced in two forms, as & 
byproduct and as a direct-mining operation. When the price of 
silver was down, it Geased to be profitable to mine it as a direct oper- 
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ation, so nearly the entire output was a byproduct. And I do not 
think the price has yet recovered to a point where direct silver min- 
ing operations are profitable. I say that tentatively. I have not 
confirmed that with the producers. 

Some years ago, 20, 25 years ago, the monetary use of silver domi- 
nated the market. The other uses of silver have been steadily in- 
creasing—the use of airplane engines, use in photography, and vari- 
ous other uses—which have an influence in determining the price of 
silver quite apart from our operations. 

Senator Capenart. Is it the position of the processors of silver, 
those who buy silver and use it in the processing of items, that if this 
law was repealed they would be able to buy silver at a lesser price? 

Mr. Buresss. I think that is a fair presumption. There are two 
directly opposite commercial interests here—the miners of silver would 
like a high price; the people who use it in manufacturing would like 
a low price. 

Senator Capruart. What is this 36 million ounces we produced 
last year—what percentage is that of the world production? 

Mr. Burexrss. The world production was 214 million ounces, so 
that our proportion would be about 16 percent of the total world 
production. 

Senator Capgenart. How does that compare with 10, 20, 30, 40, 50 
years ago? 

Mr. Buregss. We used to have a somewhat larger proportion. 
I will be glad to put the correct figures on that in the record, if I may, 
sir. 

(The information referred to follows:) 


Ratio of United States silver production to total world silver production, 10, 20, 30, 40, 
and 50 years ago 


United States (excluding 
World total Philippines throughout) 
kts) oe 


Fine ounces Percent 


Senator Capenart. I think that might be interesting, Mr. Chair- 
man. 

Senator Doveuas. I have already stated that the appropriate 
figures from the reports of the Treasury, the Director of the Mint 
and the Federal Reserve, and the Department of the Interior would 
be incorporated in the record. 

Senator Cappnart. What do you mean by subsidiary coinage? 

Mr. Burenss. Anything under a dollar. We have two t of 
subsidiary coinage. There is that which contains silver, m4 then 
the copper cents and the nickels. 

Senator Capenart. Subsidiary coinage is anything under a dollar? 

Mr. Burouss. That is right. 

Dr. Howarp. Subsidiary coins are the 50-, 25+, and 10-cent 
pieces, not the nickel and the 1-cent piece. The two latter are 
minor coins. 
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Senator Caprrenart. I think that is all, Mr. Chairman. Thank 
you, sir. 

Senator Bennerr. Mr. Chairman, I have been perfectly satisfied 
with the testimony given by the witness, and I am particularly 
satisfied with the statement that —m in the last p eragmaph on 
the second page of his statement, which indicates a position of approxi- 
mate neutrality in this situation. I think the witness has stated the 
problem accurately, that this represents basically a commercial prob- 
lem, a clash of interests between two commercial gro ups, those who 
produce silver and those who buy it for fabrication. On that basis, 
I have no further questions. 

Senator Doveuas. I would like to take up where you leave off, 
Senator Bennett, and ask if this is an ordinary clash between the 
commercial and industrial uses of silver on the one hand and pro- 
ducers of silver on the other. Granted that we need to purchase 
some silver for subsidiary coins, I would like to raise the question 
whether purchases of silver are needed as a reserve for silver certifi- 
cates. For the current purchase of 36 million ounces made to 
support silver certificates we pay approximately $22.5 million. 

Mr. Buregss. That is correct, as far as the revalued part is 
concerned. 

Senator Dovctas. Why could not the Federal Reserve print $1, 
$2, and $5 notes? 

Mr. Burczss. They could. 

Senator Doveias. Would not the cost of printing the notes be 
somewhat less than the cost of the silver? 

Mr. Buresss. No, Senator. We actually make a little money on 
the silver 

Senator Dovatas. I know you do. But you would make more 
money, would you not, by using Federal Reserve notes. Take a $10 
Federal Reserve note, ‘for instance. If it is a silver certificate, you 
pay $7 for it, and you ‘make $3 seigniorage profit, minus printing ‘costs 
and so forth. I see Chairman Martin here. I would like to ask him 
if it costs $7 to print a $10 Federal Reserve note. Would you hazard 
a — on that, Mr. Burgess? 

{r. BuRGEss. Well, printing costs are not directly the question. 
In order for the Treasury and the Budget to come out as well, the 
Federal Reserve would have to make us a gift of these notes which 
they printed. As it is, we buy the silver with silver certificates, so it 
doesn’t cost us anything. On the contrary, we make seigniorage. 

Senator Dovenas. I Pe you make $3. 

Mr. Burcess. Otherwise, ‘for the Government to acquire any of 
that money, it would have to raise taxes. 

Senator Dovexas. To come back to the question, how much would 
it cost to print a $10 note? 

Mr. Buresgss. The printing cost is very small. It is only a few 
cents. 

Senator Dovenas. Do you think it would be more than 5 cents? 

Mr. Buresss. No; I think that would cover it.. 

Senator Doveuas. So that you could make $9.95 on each $10 note 
instead of $3 on each $10 note, could you not? 

Mr. Burcess. That would be assuming that the Government went 
into the business of printing—— . 

Senator Doveuas. No; in the Federal Reserve do it. 
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Mr. Burcess. Well, if the Federal Reserve did it, the Government 
would have to pay $10 to the Federal Reserve for every $10 note. 

Senator Dovexas. Would that not increase the profits of the Fed- 
eral Reserve System, if the Federal Reserve was making $9.95 on 
each $10 note? Would that not increase the profits of the Federal 
Reserve System? 

Mr. Buregss. They—— 

Senator Dovatas. Yes or no. 

Mr. Burexss. No. 

Senator Dovetas. What? 

Mr. Burcsss. No. 

Senator Dove.as. It would not increase their profits, although they 
would be making $9.95 on each $10 bill and would be issuing some 
$25 million of Federal Reserve currency? 

Mr. Bureesss. Well, the profits of the Federal Reserve System 
depend on their assets ‘and the fact that 

Senator Dovetas. Would this not increase their annual net receipts? 

Mr. Buresss. I would think not, Mr. Chairman. You can ask 
Mr. Martin that question. 

Senator Dove.as. I cannot understand you, Mr. Burgess. I cannot 
understand you at all. Suppose they issue $25 million worth of 
Federal Reserve notes, for which presently the Government pays 
$22.5 million. 

Mr. Burgess. Well, that all relates, Mr. Chairman, to the question 
of a process by which the Federal Reserve puts money into circula- 
tion, and of course whether the Federal Reserve would issue these 
notes in such a way that their earning assets were increased. It 

mane be or it might not be. 

enator Doveias. Mr. Burgess, you are supposed to be one of 
the world’s greatest authorities on ‘the Federal Reserve System. The 
Federal Reserve Board has issued how many billions of dollars of 
notes based on Government bonds? 

Mr. Bureuss. About 20. 

Senator Dovenas. And it has made a profit on that; has it not? 

Mr. Burezss. Well, it doesn’t make a profit by i issuing the mone 

Senator Doucias. You mean it makes a profit by owning the bonds, 
and has bought the bonds with the money, so therefore it has made— 

Mr. Burezss. That is exactly the point. And whether an addi- 
tional amount of paper money issuance would have a corresponding 
increase in the earning assets is a question. 

Senator Doveias. Let us say that they purchased $25 million 
more—assuming that the addition to the currency was necessary— 
of Government bonds each year. They would acquire title to $25 
million of Government bonds, would increase their assets by that 
amount, increase their earnings and interest on the bonds and so on, 
with very small e; is that not true? 

Mr. Burasss. t is exactly what would happen if you increased 
their earnings by that amount. 

Senator Dovetas. Under the threat of Congress to — the profits 
of the Federal Reserve to the Treasury, the Federal Reserve gives 
90 percent of its profits back to the Treasury ; does it not? 

r. Burexzss. That is correct. . 

Rapala Dovetas. With the understanding that if it does not do 
so, Congress is likely to pass an act taking 100 percent of the profits. 
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Mr. Burauss. That is right. 

Senator Dovetas. So if the Federal Reserve Board issued these 
notes by purchasing additional Government bonds, its earnings would 
increase and 90 percent of the earnings would come to the Govern- 
ment. So that instead of paying out $22.5 million each year for these 
25 million ounces—which incidentally would come to over $30 million, 
would it not—instead of making a profit of $7.5 million, you would 
make a profit of around $30 million, and that would diminish the 
size of your deficit, Mr. Burgess. I would think you would be very 
much interested. 

Now, $22.5 million to the Secretary of the Treasury, a former Wall 
Street banker, may be a very small amount of money. But to a 
hard-pressed taxpayer, it is a great deal of money. I am surprised 
that you are neutral on this subject and say you are not concerned, 
when here is a chance for you to get hold of $22.5 million a year, Mr. 
Burgess, by entering into a partnership with the Federal Reserve 
Board. I am surprised at you. 

Mr. Buregss. I just say that is not necessarily the way the thing 
might be done. It might be done by reducing the reserve require- 
ments of the banks, in which case the banks could draw the money 
without an addition to the earning assets of the Federal Reserve 
System. 

Senator Douatas. I have been given some figures which the Federal 
Reserve Board can correct if they are erroneous. The figures are 
that it costs only 86 mills to print a note, so that is 86 cents for a 
hundred notes, or less than 1 cent per note. So there is still more 
profit than I estimated. You would make almost $30 million out of 
this, or over $30 million. 

Senator CApgpHart. Let me ask you this. Is the Senator ad- 
vocating eliminating silver money entirely? 

Senator Dovatas. No. Iam saying that silver would still be kept 
as subsidiary coinage, but instead of additional silver certificates, it 
would be replaced with Federal Reserve notes in smaller demonina- 
tions. 

Senator Caprnart. The Federal Reserve notes to have what be- 
hind them? 

Senator Dovetas. What do they have now? Is the Senator from 
Indiana impugning the security of a Federal Reserve note? 

Senator Capenart. I am asking the Senator a question. 

Senator Dovetas. I am replying with a question. 

Senator CappHart. What is behind the notes now? 

Senator Dovetas. I ask the Senator from Indiana if he doubts the 
security of the present Federal Reserve notes. 

Senator CaprHart. That is not the question at all, and that is not 
even the implication. 

Senator Dovetas. I would say they would be just as good as the 
existing Federal Reserve notes. 

Senator CaprHart. Why do you want to eliminate silver certifi- 
cates? Why do you want to eliminate silver? 

Senator Dovetas. I am suggesting we can save $22.5 million a 
year for the Treasury. 

Mr. Buresss. Well, I just want to be clear in the record that it is 
not necessarily true that the Federal Reserve would gain 
assets in issuing this additional amount of currency. 
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Senator Capenarr. Of course you could save a lot if you just 
wanted to issue money—just simply print it without any regard for 
anything behind it. 

Senator Doveuas. I have a certain degree of confidence in the Fed- 
eral Reserve Board—not unlimited confidence—but a certain degree of 
confidence. 

Senator Caprrnarr. Is the purpose of this legislation to save $22 
million? 

Senator Dovetas. That would be one, and I submit it is a worthy 
purpose. 

Senator Capenart. Then you would let the silver industry in 
America go 

Senator Dovetas. The Senator from Illinois does not believe in 
principle in governmental subsidies. He is disappointed that the 
Treasury does not join him in this opposition. 

Senator Carenart. The Senator from Illinois has had a lot of 
training in the last 20 years as a member of the Democratic Party in 
subsidies. 

Senator Dovatas. Subsidies to the Republicans. They are the 
ones who get the subsidies. 

Senator CaprHartr, Are you willing to admit, then, that for 20 
years you have been working for the benefit of the Republicans and 
not the Democrats? 


Senator Doveuas, I would say that our policies were infiltrated by 
the Republicans. 


Senator Carenart. I thought you had been working for the benefit 
of the Democrats. 

Senator Dovetas. We work allegedly for the benefit of the country, 
but we have been somewhat affected by the infiltration of the other 
pate But I must say the present administration seems to go us one 

etter. 

Senator Capenart. That is certainly an interesting statement, that 
the Democrats for the last 20 years have been advocating subsidies 
for the benefit of the Republicans. Iam sure the Democrats are going 
to appreciate that statement. 

Senator Douaias. The Republicans steal up on us and get the sub- 
sidies by appealing to us as nonpartisans, as in this case so many Re- 
publican silver Senators are urging the continuation of the subsidy. 

Senator Bennerr. May the Senator from Utah make the observa- 
tion that the list of signers of the letter that the Senator has before 
him has more Democratic names on it than Republicans. 

, Senator Doveuas. Well, I think it was a solid list from the Western 
tates. 

Senator Carpenart. Mansfield is a Democrat, is he not? Hayden 
is a Democrat, is he not? Murray isa Democrat. Bible is a Demo- 
crat. Morse is a Demoerat. Jackson is a Democrat. 

Senator Douetas. Is Watkins a Democrat? 

Senator Capenart. I am giving you the Democrats. Magnuson is 
a Democrat. It is hard to read some of these names. Chavez isa 
Democrat, I am sure. Magnuson I mentioned. Mansfield 1 men- 
tioned. Francis Case is not a Democrat. Chavez is a Democrat. 

Senator Dovetas. He has been counted once. 

Senator CapreHart. Clinton Anderson is a Democrat, if I remember 
correctly. Murray isa Democrat. Wayne Morse is a new Democrat. 
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Senator Douvc.as. You are resorting to the Indiana tactics of dupli- 
cate voting. I think the record will show that probably there were 
more Republicans who signed this letter. 

Senator CareHnart. Let’s make sure of that. Let’s count them. 
Let’s be factual. Let’s not assume. That’s the trouble with the 
Senator—he assumes too much. 

Senator Doveuas. After a count, the score stands 16 Republicans, 
12 Democrats, and 2 Senators whose names we cannot decipher. 

Senator Caprnart. Well, I don’t know. That was not a bipartisan 
count. So I think we will appoint a committee back here of bipartisan 
people to make the count. 

Senator Dove.as. I have listened to and read very eloquent de- 
nunciations of the silver policy of the previous administration coming 
from Republican sources, including very eminent sources, whose 
presence we are honored to have in this room. Now I am surprised 
to find so many Republicans defending this policy which has been 
advocated in the past by the Democrats. This is really very interest- 
ing. You can see how a policy which previously they denounced 
now becomes the bulwark of their concern. 

If we cut our annual purchases to the 11 million for subsidiary 
coins, reduced purchases by 25 million, that would increase the amount 
thrown on the industrial and commercial market by a corresponding 
figure, and it would lead, would it not, to a decrease in the price of 
silver in the commercial and industrial market, other things being 
equal? 

Shae Burcess. Other things being equal—that is a very large 
qualification. 

Senator Dovetas. That is the only way we can reach it. 

Mr. Bureegss. We have a coinage need of 30 to 40 million ounces 
a year on the average. If we stop buying it to increase our silver 
certificates, we can continue to buy substantially the amount of the 
domestic production for coinage alone. So if we continued to absorb 
the newly mined domestic silver in that way, it would not necessarily 
have any effect on the price. 

Senator Doveuas. I am saying that if we passed the Green bill, 
that would diminish the purchase of silver, probably cut it down from 
36 million to, say, 11 million ounces. The throwing of 25 million 
ounces upon the industrial and commercial market would lead to a 
reduction in the so-called market price for silver; would it not? 

Mr. Buresss. If that is what happened, it would, I think, as far 
as one can estimate. 

Senator Doveias. That would increase the amount used for indus- 
trial and commercial purposes. Let’s see—there is almost no silver 
coined by other countries besides the United States. 

Mr. Buregss. No, there is a substantial silver coinage in other 
countries. That has been dimmishing, I must say. 

Senator Dovcuas. China has gone off the silver standard. 

Mr. Burcesss. But there are still silver coins circulating. 

Senator Dovevas. As I understand it, Mexico purchases silver but 
not for coinage. 

Mr. Bureess. They still have some silver coinage. 

Senator Dove.as. Do they coin an appreciable amount of their 
annual purchases? Isn’t there a program where the national bank 
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purchases the domestic silver and then sells the silver in the world 
market? 

Mr. Burcesss. Well, Mexico still has substantial silver coins. 

Senator Dove.as. This is the point I am coming to. If you add 
25 million ounces to the industrial supply, what is the proportion of 
increase in the industrial supply of silver? 

Mr. Burcess. That would be a 10 percent increase, 10 or 11 per- 
cent increase. 

Senator Dovetas. It would be more than that; would it not? 

Mr. Burezss. Well, yes, it would be somewhat larger than that. 
Perhaps a 20 percent increase. 

Senator Dove.as. What is the world consumption for industrial 
and commercial and artistic purposes? 

Mr. Howarp. The world consumption of silver for arts and indus- 
tries runs around 150 million a year. 

Senator Doveuas. So that would be an increase of roughly 16 per- 
cent. What effect would an increase of 16 percent, running the total 
for industrial and commercial purposes up from 150 to 175 million 
ounces, have on the market price of silver? 

Mr. Buresgss. That is very difficult to say. 

Senator Dovetas. Has the elasticity of demand of silver in the 
arts ever been worked out? 

Mr. Bureegss. There is undoubtedly some elasticity, but probably 
not enough to take it up. But I want the record to show clearly that 
I do not agree with your supposition that is exactly what would happen 
if this bill was passed. The Treasury would still have power to con- 
tinue to buy silver for coinage and we could, if it were the policy to do 


so, absorb. the entire domestic production for subsidiary silver. 
Senator Dovetas. You would = a subsidy to the silver miners 


by administrative fiat even thoug 
tive enactment. 

Mr. Burgess, 1 wouldn’t say that was a subsidy. If we need 
each year 40 million ounces of silver for coinage purposes, I do not 
think the purchase of that in the domestic market would be a subsidy. 

Senator Doveias. Are you saying no matter what legislation Con- 
sie passes, you are going to purchase 36 million ounces of silver a 
year 

Mr. Burexuss. No. I would hope whatever the Congress did they 
would give us a little more precise guidance than that. But if they 
oad these laws as they are, we would be out in the open and have 
to make our own decisions. 

Senator Doveias. You certainly would not have to purchase 
25 million ounces as a reserve for silver certificates, if the Federal 
Reserve Board would take up the question of printing 1’s, 2’s, 5’s, 
and a few 10’s, is that not true? 

Mr. Burgess. Well, that is another question. This bill before 
you does contemplate that you continue to maintain the silver 
certificates in circulation. 

Senator Dove.as. Existing silver certificates, but not add to them. 

Mr, Buresss, That is right. 

Senator Dove.tas. Mr. Burgess, I do not want to badger you, but 
I am distressed that you do not feel touched by this $22 million that 
you could save. Two things can happen in your native State of 


not compelled to do so by legisla- 
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Rhode Island. For instance, the jewelry manufacturers would be 
able to get a lower price of silver for their high-school pins and so on. 

Senator Capenart. Would they reduce the price any if they did 
get the lower price? 

Senator Dove.as. The plate-silver manufacturers would get a 
lower price. Eastman Kodak Co. would be able to buy its commercial 
silver at a lower price. In addition to that, the Government would 
save money. 

Mr. Burcesss. Well, Senator, as I have said previously, I do not 
agree with your reasoning under which the Government would save 
money. That would be a matter to work out, I don’t think it 
necessarily would follow. 

Senator Dovexas. Is not what is holding up the world price of 
silver the American purchase of 36 million ounces a year, plus the 
stabilization policy of Mexico, operating through the Bank of Mexico? 
Are not those the factors? 

Mr. Bureegss. Well, Senator, in history, of course, the monetary use 
of silver has been a major factor in its price, Now, the policies of 
different countries have fluctuated from time to time. Certainly it 
is true that 20 years ago the monetary use of silver was the dominating 
factor, and it is a very important factor today. It is somewhat less 
important in total than it was a decade ago, 

Senator Dovetas. I notice the Assistant Director of the Mint 
referred to this little green book by Handy and Harman, so perhaps 
I may be permitted to refer to it also. On page 11 of the publication 
of 1954 they say that one must continue to look to Mexico for the key 
to stability of the silver market. [Reading:] 

Throughout 1954 the Bank of Mexico maintained its established policy of 
buying Mexican silver as offered and selling freely to buyers, both here and abroad. 

In other words, the Bank of Mexico does for silver what it has been 
alleged the Bank of Brazil has been doing for coffee. It has been 
buying silver to give an internal price, and then selling on the world 
market. What its profit-and-loss statements are in this, I do not 
know. But that has been roughly its policy. That action, combined 
with the American purchase of 36 million ounces a year, has stabilized 
the price of silver, has it not, and maintained it? It seems to me that 
action by the United States in diminishing the purchase of silver for 
currency purposes would inevitably—and I cannot see how anyone 
denies this—increase the supply of silver for industry, commerce, and 
the arts; and I also thought that other things being equal, if you 
increased the supply, the price then fell. 

Senator Bennett. Would the chairman yield for a question and 
observation? 

Senator Dovetas. Surely. 

Senator Bennett. The Secretary has put in the reeord figures 
showing how the domestic production of silver has been dropping 
for the last 25 years, in spite of the fact that the miners had an auto- 
matic market in the Federal Treasury. So that the assumption of 
the discontinuance of their purchase if this bill were passed ignores 
the very vital fact that the effect of it would, I believe, be sharply 
to diminish the present production. 

Senator Carprnart. May I ask this. Why does the Senator wish 
to run the price of silver down? Why do you want to depress the 
market, depress any one item in the economy? 
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Senator Dovaetas. Well, “depress” is a loaded word. Anyone who 
is accused of trying to depress anything is regarded as an enemy of 
mankind. 

Senator CarppHart. I thought that was your point—that if we 
repealed this bill, the price of silver would go down. My point is 
why do you want it to go down? I am a great believer in high prices 
for raw materials, and a fair price. 

Senator Doveias. You believe in sending prices up—that if high 
prices are good, higher prices are better. 

Senator Caprnart. I believe that any time you have an unusually 
low price for raw materials, throughout a given country or throughout 
the world, you are going to get into economic trouble. 

Senator Dovetas. In other words, you believe in high prices. 

Senator CapgeHart. I believe in a substantially high price. 

Senator Doveuas. High prices are good; higher prices are better. 

Senator Caprnarr. That does not necessarily follow. I am talking 
about within reason, and practical prices. The point is why do you 
want to run the price of silver down? 

Senator Dovetas. My primary purpose, as cosponsor of this bill, 
was to save the Treasury $22 million. I submit that that is not an 
uae purpose. And I am surprised to find the Senator from 
Indiana 

Senator Capenart. That may have been one of the objects of the 
legislation. Because the people that are for the rereal of this act are 
those that are processing silver, it must not be for the purpose of 
running the prices down. There is no shortage of silver, is there? 

Senator Dovatas. So far as I know, there are no processors of 
silver in Illinois. There may be, but I am not aware of it. So 
whatever may be said of the Senators from Nevada, Connecticut, 
and Massachusetts, whose motives, | may say, are just as worthy 
as those for keeping the price of silver up, the Senator from Illinois 
cannot be charged with trying to protect the manufacturers of his 
State. What he is interested in is saving $22 million for the Treasury. 

Senator CaprHart. That, of course, is purely an assumption on the 
part of the able Senator and not a fact. He just assumes that it would 
save money. 


g Senator Dovuauas. Well, we can debate this on the floor of the 
enate. 

Senator Capenart. We will hear from the Governor of the Federal 
Reserve. He will be a witness here in a moment. We will see what 
he thinks. 

Senator Bannert. I have no further questions. 

Senator Doveias. Mr. Burgess, you undoubtedly know that the 
act of 1934 declared it was the policy of the United States that the 
proportion of silver to gold in the United States monetary stock 
should be increased, with the ultimate objective of having one-fourth 
of the monetary value of such stocks in silver. What is the current 
ratio of silver to gold in monetary stocks? 

Mr. Burgess. Around 15 percent. 

Senator Dovaetas. Instead of 25 percent. 

Mr. Buresss. That is right. Ss 
Senator Dovetas. Well, now, were you not given a directive by 
Co in 1934 that the ultimate objective was to have 25 percent 
in silver? 

66839—55—pt. 13 





28 REPEAL OF SILVER PURCHASE ACTS 


Mr. Buraegss. The directive, Senator—— 

Senator Doveuas. “Authorized and directed” says the act. 

Mr. Buregss. The instruction was qualified by the phrase “upon 
such terms and conditions as he may deem reasonable and most 
advantageous to the public interest.”’ 

Senator Dovatas. Twenty years have passed, Mr. Burgess, and 
here you are, instead of having 25 percent, with only 15 percent. 
How long will it take to reach this ultimate objective at the pace 
you are going? 

Senator CapEHAR?T. Will the Senator yield? How long has it been 
on the basis of 15 percent? 

Mr. Burezss. The proportion rose in the late thirties, and then 
was stabilized and has remained pretty steady. 

Senator CaApEHART. I mean was it 15 percent in 1940? 

Mr. Bureegss. I would like to insert in the record a table which 
will answer the Senator’s question. This is the ratio of gold and silver 
in monetary stocks. (See p. 159.) In June 1934 it was 10.3 percent; 
in 1938 it got up to 19; in 1940 it went down to 15. It has remained 
at substantially the present level ever since 1941, excepting the 
1947—49 period. 

Senator Dovetas. In other words, no progress in reaching this 
ultimate objective in 15 years. 

Mr. Burauss. Because several Secretaries of the Treasury of both 
parties have believed that it was not in the public interest, in accord- 
ance with the wording of the law, to go at a faster pace. 

Senator Dove tas. The implication is that this is the goal toward 
which you should move. Suppose our western friends, the 30 em- 
battled silver Senators, and their colleagues in the House say that 
you have dallied too long in conforming to the will of Congress and 
you should go up to this one-quarter ratio that Congress described 
in the act of 1934. That would require you to buy, would it not, 
about 2 billion ounces? 

Mr. Buresss. Something like that; yes. 

Senator Douetas. Two billion ounces. 

Dr. Howarp. Senator, you get there much faster if you sell gold. 

Senator Dovetas. That is another matter. 

Senator Capenart. Which you have a right todo. You could sell 
enough gold to make the ratio at the moment 25 percent. 

Mr. Buraess. I think the answer, Senator, is an interpretation of 
why successive Secretaries of the Treasury have believed that under 
the law it would not be in the public interest to buy faster. In the 
war there was a tremendous demand for silver. We lent some to our 
associates in the war to supplement their monetary stocks. There 
was a great demand for production. Since that time, the other uses 
of silver have risen, so that if we had forced the issue, we would have 
raised the prices much more rapidly and made silver less available for 
the arts. We would have embarrassed some of our friendly nations 
by forcing the price of silver to a point that their monetary comage 
would have been melted down for bullion, which has happened from 
time to time in Saudi Arabia and Mexico. And those, t take it, are 
some of the reasons why these successive Secretaries of the Treasury 
have not believed it was in the public interest to move faster than 
they have. 
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Senator Dovenas. In other words, you say that the law of 1934 has 
not been in the public interest. 

Mr. Buregss. No, Senator—I say that phrase, “In the public inter- 
est,”’ is in the law and qualifies the instructions to the Secretary to 
buy silver. 

Senator Douaetas. Then the instructions, the authorizing and direct- 
ing feature has not been in the public interest to carry out so that 
it will come up to one-quarter, 

Senator Caprnart. Since Secretary Humphrey has been Secretary 
of the Treasury, you have been making progress toward the 25 per- 
cent, because you have increased it from 14.1 in December 1952, up 
to 15.3. So you are making some progress. 

Mr. Buraegss. I am sorry to say we cannot take very much credit 
for that, because that is due to the gold stocks of the United States 
being reduced in that time through foreign purchases. 

Senator Caprnart. In 1948 it got down as low as 12.9, and in 1934 
it was 10.3. The highest it got was in June 1938, when it went up to 
19.1. It has varied from 19.1 to as low as 12.9 since 1938. Now it 
is 15.3. So you have been making some progress in the last 3 years. 

Mr. Buraegss. As I say, Senator, I don’t want to take any credit 
for making that progress, because it was due mere to a decrease in 
the gold stocks than it was to an increase in the silver stocks. We 
have, in conformity with the law, purchased newly mined silver and 
increased our silver stocks to that extent. 

Senator Dovetas. It sounds as though you had joined with the 
other Secretaries of the Treasury in taking rather lightly this direc- 
tive to build up the stocks of silver te one-quarter of the buying 
monetary value of gold and silver. In view of that, I wonder if you 
would object to the repeal of the 1934 act, waiving the 1939 and 1946 
acts. 

Mr. Buraess. Well, I think if one were going to repeal some of this, 
he would have to work it over pretty carefully. The instruction to 
buy up to 25 percent has proved, under the administration of several 
sincere Secretaries of the Treasury, to be impractical, at least for the 
time being. 

Senator Dovaias. Why not repeal it, then. 

Mr. Burezss. On that basis it is pretty hard to say that it would 
wes be wise public policy to repeal that particular provision of the 
aw. 

Senator Caprenart. If you repealed this law, you would still, under 
other laws, be required to go out and buy silver for coinage purposes. 

Mr. Burasss. That is correct. 

Senator Doverias. That is the current production. 

Mr. Burazss. Which we now buy under the law of 1946. 

Senator Caprnart. Under the old law, you could buy and maintain 
an inventory or a surplus of silver. 

Mr. Burasss. That is right. 

Senator Caprnart. Therefore, if you want to eliminate the Govern- 
ment purchasing silver entirely, you would have to repeal all of the 
laws and repeal the law requiring silver coins and silver certificates, 

Mr. Burgezss. That is correct. : 

Senator Dovaenas. Does not the silver purchase policy of the Gov- 
ernment result in increasing the monetary stock of the country? 
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Mr. Bureess. Well, that is a very interesting question which I am 
glad you asked. I was hoping somebody would, because that, of 
course, is the key question from the monetary point of view. 

Senator Dove.as. I do not think it is the only question, because 
this $22 million loss, a subsidy which the Government is paying, is a 
very real one. But the monetary stock question is another. 

Mr. Burcess. I think that is the key question from the point of 
view of a broad monetary policy, as to whether silver purchase legisla- 
tion is inflationary. Of course, over the history of this country the 
silver legislation has been designed to be inflationary. 

Senator Dovetas. The purpose of that movement was not infla- 
tionary, may I say, but to offset deflation. But the situation has 
altered since 1896 and 1900. 

Mr. Burcess. What I would like to say is that at the present time 
the increase in the monetary medium, due to the purchase of silver 
and the issuance of silver certificates, is so small as to be a negligible 
factor in the money supply. In fact, with the growth of the country, 
there is naturally some need for an increased monetary medium. 

Senator Dovetas. Would you not hold to the theory that you 
should not have a fixed, absolute supply of money? 

Mr. Buraess. You should have a flexible supply to meet the needs 
of the country. 

Senator Dovetas. And the long-run tendency is for an increase in 
the supply. 

Mr. Buresgss. Exactly. 

Senator Dovetas. Who is to create this increased supply of money? 

Mr. Buraess. The Government, through one or another of its 
agencies. The Federal Reserve System is the dominating agency. 

Senator Doveias. The Government, therefore, through creating 
that additional monetary purchasing power, makes a profit on the 
creation of the purchasing power. 

Mr. Bureess. Well, one or another of its agencies does; yes. 

Senator Dovenas. Therefore, should not it make as large a profit 
as possible? 

Mr. Bureess. Well, that again returns to the question—I do not 
agree with your reasoning as to the extent of the profit. 

Senator Dovetas. Is not the Federal Reserve System a more 
flexible instrument in expanding and contracting with business and 
needs than silver certificates? Suppose you have a need for a decrease 
in the supply of money. 

Mr. Bureerss. If | felt that this silver legislation on the books 
interfered in any way with the Federal Reserve System accomplishing 
its purpose of adapting the money supply to the needs of the country, 
I would immediately be advocating its repeal—the Treasury would, 
as the Treasury. 

Senator Doua.ias. So you rule out the potentially greater profit 
from an expansion of Federal Reserve notes rather than the use of 
silver certificates as a minor consideration. 

Mr. Buresss. I think, Senator, that is a very minor consideration, 
and | do not think a careful analysis of that would show that there is 
any material difference from a profit and loss point of view. 

Senator Bennetr. Mr. Chairman, it occurs to the Senator from 
Utah that the Federal Reserve System does not create all its mone 
simply by buying Government bonds. There is behind these bonds 
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and behind our whole monetary system a metallic base, and to just 
assume that in this particular instance they would make the difference 
between 70 percent of the cost of the silver and 86 cents per hundred 
bills is, I think, an assumption that cannot stand up. 

Mr. Buregss. Senator, I would like to see in the record a very 
careful analysis of that question of the profit. I think the Federal 
Reserve would be prepared to do that. Then you have an impartial 
agency doing it. 

Senator Bennett. I would like to ask the witness another question. 
Is not the Senator from Utah correct that the Federal Reserve issues 
its money because of the existence of a legal gold basis that supports the 
whole currency program? 

Mr. Buresss. That is the theory and the principle of our operation 
under the gold standard. 

Senator Bennett. We are not off the gold standard. 

Mr. Bureess. That the central bank is secured in its operations by 
its gold reserve. 

Senator Dovetas. The Senator from Illinois holds a $20 Federal 
Reserve note in his hand. 

Mr. Buresss. Good. 

Senator Dovetas. And it says on it that it is redeemable in lawful 
money from the United States Treasury or any Federal Reserve bank. 
I now present this to the Under Secretary of the Treasury and ask 
that it be redeemed in gold. I have another $20 bill which I present 
to the Governor of the Federal Reserve Board and ask that it be 
recone sent to the nearest Federal Reserve bank and redeemed in 
gold. 

Mr. Burcrss. The Under Secretary of the Treasury regrets that 
under the act 

Senator Dovenas. I ask for gold or lawful money, in accordance 
with the statement made on the surface of the bill and which the 
Senator from Utah declared his faith in. 

Senator Bennetr. Give him some silver dollars. 

Mr. Burerss. I will instruct the Assistant Director of the Mint 
to send the Senator from Illinois 20 new silver dollars, never before 
used, which will give him hard money, coin money. 

Senator Dove.as. Not silver certificates. 

Mr. Buresss. No, coin money, which will give him hard money for 
his paper. 

Senator Douvcuias. Suppose everyone were to do this. Would you 
give me 20 silver dollars for that? 

Mr. Burauss. Yes, sir. 

Senator Dovenas. Governor Martin, what are you going to give 
me? 

Mr. Martin. I thought I would just put it in my pocket and 
make a study of it. 

Mr. Buragss. I may say, Senator, from time to time the Treasury 
over several administrations, has tried to encourage the use of har 
money in the United States by trying to pass out these silver dollars, 
the old cartwheels, but they do not stay out very long. It shows 
the supreme confidence the people of the country have in the eurrency. 

Senator Dove.as. I would like it to be paid in gold. Gold is a 
prettier metal than silver. So I would ask for payment in gold. 
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Mr. Burcess. We regret to say that under the law of March 1933, 
confirmed by the Gold Reserve Act of 1934, the Treasury is unable 
to pay you in gold. : 

Senator Dovcuas. I thought so. Can it be said, then, that we are 
on a gold standard, with currency redeemable in gold, as the Senator 
from Utah implied? 

Mr. Burcesss. I would not think that would be an accurate ex- 
pression, in domestic transactions. 

Senator Doucias. How many silver dollars do you have in the 
mint? 

Mr. Howarp. $200 million. The Treasury as a whole has $265 
million. 

Senator Doucias. What is the number of Federal Reserve notes 
outstanding—$20 billion. So if the full $20 billion were presented, 
you would be able to redeem 1 cent on the dollar, is that correct? 

Mr. Buresss. A little more than that. 

Senator CaprEHart. How much gold do you have? 

Mr. Burczss. We have $22 billion in gold, in round figures. 

Senator Caprnart. That is what percentage of the outstanding 
currency? 

Mr. Buresgss. If I recollect the figures, it is around 75 percent of 
the outstanding currency. 

Senator CargHart. So the gold is there available to redeem all of 
these certificates and the currency if and when the Congress of the 
United States so passes a law, is that a true statement? 

Mr. Buresss. Well, that is a reasonably true statement. Of 
course, there are other claims on gold besides the currency, namely 
the deposits of the Federal Reserve System. 

Senator CaprHarr. In other words, the reason you cannot as 
Under Secretary of the Treasury redeem that certificate that the able 
Senator from Illinois has handed to you in gold is because of the law 
passed by the Congress of the United States in 1933. 

Mr. Burcerss. That is correct. 

Senator Capruart. I am sure the able Senator from Illinois knew 
that, but I thought we ought to make the record ¢lear. 

Senator Dove.as. I wanted to correct the statement of the Sen- 
ator from Utah. 

Senator Buannerr. The Senator from Utah did not use the word 
“redeem.” I think he used the word “basis.” If there were no gold 
behind the notes issued by the Federal Reserve, the Senator from 
Illinois would reject the note as rapidly as the Senator from Utah 
would reject it. 

Senator DouG as. There is just one more question I want to ask. 
Prior to 1953, various charges were made that the purported gold re- 
serves at Fort Knox were not really there. Do you audit the gold at 
Fort Knox? 

Mr. Buresgss. As a matter of fact, Senator, I was in Fort Knox 10 
days ago, and inspected the gold reserve.’ Approximately half of our 
gold is in Fort Knox. The rest of it is in other places, mints through- 
out the country. 
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Senator Doveras. But you audited the gold and found no gold 
had been abstracted from 1933 to 1953. 

Mr. Buregss. We had an audit made in 1953. I would not say 
my visit was a very comprehensive audit. 

‘Senator Doveuas. The gold was found to be intact. 

Mr. Bureuss. That is correct. 

Senator Dovexas. I understand the silver is kept at West Point; 
is that true? 

Dr. Howarp. No, sir; just part of it. Gold is kept at Fort Knox 
and the other mint institutions, and silver is kept the same way. 

Senator Dove.as. Is not a large part of the silver at West Point? 

Dr. Howarp. There is about an equal amount in San Francisco, 
and then it falls off, Denver is next, and Philadelphia is next. I can 
give you the holdings. 

(The information referred to follows:) 


Silver balances, Bureau of the Mint, as of May 31, 1955 


Fine ounces 
Tere a a ee ek hs oh ; 5, 247, 761. 31 
West Point 615, 030, 740. 66 
Philadelphia. ~-.__......-..- mdi = de ae 6d eit o kis ~ a oo 150, 183, 280. 29 
er A eh Se ae ees ail cee lois 131, 523, 120. 32 
San Freee Sc Lea. ce Ko Seer A Bape: a 641, 091, 503. 05 


1, 543, 076, 405. 63 
160, 333, 984. 62 


1, 703, 410, 390. 24 

Senator Dovatas. live you audited the silver? 

Mr. Burcerss. The whole Treasury account was audited carefully 
in the spring of 1953? 

Senator Doueuas. So that these charges that the Democrats had 
stolen the gold and silver have been found to be false, is that correct? 

Mr. Bureess. Well, I think the evidence shows that they did not 
steal the gold and silver. 

Senator Douveuias. We are very glad to have this acknowledgment. 
Thank you very much. 

Senator CAPEHART. Were they really charged with that? 

Senator Dovaetas. Yes. Thank you very much. We are very 
glad to have that in the record. Thank you, Mr. Burgess. I shall 
await the 20 cartwheels with great interest. 

Mr. Burcgss. Would you like the 20 cartwheels? 

Senator Dovetas. Certainly. 

Mr. Buresgss. All right, we will send you up the 20 cartwheels. 

Senator Dove.as. ile no Democrat has control over such an 
amount of money, suppose $500 million of these Federal Reserve notes 
were presented—what would you do when your supply of silver ran 
out? 

Dr. Howarp. Well, we could either pay in bullion or else manufac- 
ture some more silver dollars. The way business is now, the mint 
would like to manufacture some more. 

Senator Dovetas. I want to put into the record at this point the 
United States Treasury circulation statement of United States money, 
Mr 31, 1955. 
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Senator Douaetas. I suddenly remembered. I do not think we 
have entered for the record the present market price of silver. 

Dr. Howarp. 90% cents. 

Senator Dove.as. For the first time in many years the market 
price of silver is now virtually the same as the mint price. 

Mr. Burexrss. That is correct, sir. 

Senator Doueias. Governor Martin. 


STATEMENT OF WILLIAM McC. MARTIN, JR., CHAIRMAN, BOARD 
OF GOVERNORS, FEDERAL RESERVE SYSTEM 


Mr. Martin. I hope you are not going to open by requesting the 
$20 back. 

Senator Dovaetas. I certainly am. I am going to ask that the 
Federal Reserve Board keep its promise to redeem the money. You 
act as my agent in presenting it to the nearest Federal Reserve bank. 

Mr. Martin. Existing legislation fixes the price at which silver is 
purchased by the Treasury, and sets a price below which the Treasury 
cannot sell silver. The market price of silver has been such, in 
recent years, that this existing legislation has caused all silver domes- 
tically produced to be sold to the Treasury. To this extent, the role 
played by silver in our monetary system has been increased. 5S. 1427 
proposes to stop this process by repealing those provisions of existing 
legislation which fix the price at which the Treasury must buy silver. 

The Federal Reserve System is, of course, concerned primarily 
with the effect upon monetary policy of silver purchases under existing 
legislation. We are not prepared to say that the effect of the silver 
purchases necessitated by existing legislation has seriously com- 
plicated our problems of monetary management in recent years. It 
is true that these purchases, when monetized, may increase member- 
bank reserves. But as compared with other factors influencing mem- 
ber-bank reserves in recent years, their effects on reserves have been 
relatively small; and these effects can be offset, if necessary, by other 
operations of the Federal Reserve System. Since these purchases are 
unnecessary from the standpoint of monetary policy, the Board of 
Governors has no interest in the continuance of existing legislation 
with respect to silver purchases. 

Senator Dovetas. That is a short statement. Let me take this 
last sentence. You say ‘Since these purchases are unnecessary from 
the standpoint of monetary policy * * *.’’ You mean the present 
silver purchases are unnecessary? 

Mr. Martin. In my judgment, it is not necessary to make them in 
order to carry out our present monetary policy. 

Senator Dovactas. i they are not necessary, why do we do it? 

Mr. Martin. Well, the Treasury has just presented the problems 
that it has with respect to coinage and the amounts of coinage, and I 
do not want to pass on what effect the legislation might have on their 
activities. 

Senator Dovatas. In other words, you say that silver purchases are 
unnecessary so far as monetary policy is concerned. 

Mr. Martin. At the present time this is peanuts, absolute peanuts. 

Senator Douctas. Well, now, Mr. Martin, I may be an impecunious 
sort of fellow, but peanuts are peanuts, and I cannot dismiss as mere 
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peanuts $20 million to $30 million. I have not gotten into this finan- 
cial stratosphere upon which you dwell. 

Mr. Martin. Well, that is very kind of you, Senator, to place me 
up so high. I know you have confidence in the Federal Reserve. 

Senator Dovetas. Not unlimited. 

Mr. Martin. I understand it is not unlimited. But I would like 
to point out to you that certain changes have to be made in the law. 
You are talking about $22 million of savings. I do not know whether 
those savings could be made or not. I would have to have a technical 
study made. But we, by law, by statutes, are not permitted at the 
present time to issue $1 or $2 bills. 

Senator Dovetas. Well, that could be changed. 

Mr. Martin. That is right. But it has to be changed first. 

Senator Dove.as. It could be changed. Bills can frequently be 
amended. 

Mr. Martin. Well, there are a lot of things—if you had a clean 
sheet of paper to write on, you would do it differently. I want to 
make clear on this legislation, for example, I opposed the Silver Pur- 
chase Act of 1934. And I have never changed my position so far as 
the principle of bimetallism is concerned. I attended a course on the 
subject of bimetallism a number of years ago with a distinguished 
professor, and got into a fist fight near the end of it over this subject. 
So I think Mr. Burgess was quite wise in saying that that is contro- 
versial. But the controversy is because, like all of these problems, 
there are social and political implications in them. And if you go 
back to the turn of the century—and I have not reviewed silver 
policy; I wish I could have had time to review it before I came to 
this meeting—and see what we were struggling with after the Revolu- 
tionary War. In 1803 and 1792 this country and France got on a gold 
and silver basis. Then most of Europe had a silver basis. Then the 
discovery of gold came in 1848 in California and in 1851 in Australia, 
and on through the picture, and there has been this backing and filling. 

Now, the position that I am trying to take here, without equivoca- 
tion, is that on the principle of bimetallism, I am opposed to it. 
Insofar as this legislation is concerned, it is a matter of timing that 
you and I frequently discuss on a broader field. 

Senator Dovetas. You would be for the Green bill if the time were 
re 

Mr. Martin. I do not think at the present time it makes any 
difference at all. That is my position in a nutshell. I believe I have 
a practical approach to this problem, insofar as what the problems are 
concerned with, this particular piece of legislation. 

Senator Dovetas. Am I correct in understanding the approximate 
amount of Federal Reserve notes in circulation is $25.2 billion? 

Mr. Martin. I would say that is about correct. 

Senator Dove.as. And silver certificates are $2.2 billion? 

Mr. Martin. Correct. 

Senator Dovetas. Do you regard the silver certificates as superior 
paper to the Federal Reserve notes? 

Mr. Martin. No, sir. 

Senator Doveias. Do you rd them as inferior? 

Mr. Martin. No; I consider them equal. 

Senator Dovetas. Why? 
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Mr. Martin. Because we have got the United States Government 
here. The money is not only a medium of exchange and a standard 
of value, but it has a confidence factor, and the confidence is as equal 
in the silver certificate and the rest of the currency. 

Senator Dove as, I believe one of the original purposes of the 
Federal Reserve Act was to give to the country an elastic currency. 
Does the silver certificate compare with the Federal Reserve note in 
providing elasticity? 

Mr. Martin. There is no difference so far as that is concerned, the 
elasticity of the currency, its expansion with the needs of business and 
its contraction when business no longer needs it. This is just a 
negligible item in the total reserve picture. 

Senator Doveias. You say it is negligible. Silver certificates are 
about one-tenth the amount of Federal Reserve notes. They issue 
each year probably $30 million of silver certificates. 

Mr. Martin. I am not talking about the percentage in relation. 
I am talking in terms of monetary policy. We are able, with our 
present authority, to offset any increase or decrease in circulation of 
silver certificates. 

Senator Dovuatas, Suppose you wanted an expanded currency. 
You could issue that much less in Federal Reserve notes because the 
Treasury is issuing silver certificates, is that not true? Suppose you 
want to have a growth factor of $400 million in currency, and $30 
million is in silver certificates. That means you can only issue 
$370 million in Federal Reserve notes. Is that not true? 

Mr. Martin. The supply at the present time is adequate. 

Senator Doveias. What it means is that instead of issuing $400 
million in Federal Reserve notes, you issue $370 million and the 
Treasury issues $30 million in silver certificates. My question is 
why not have the Federal Reserve issue the $400 million. If you 
need laws to print $1 and $2 bills, we will provide them. Iam sure 
the Senator from Utah will help us. 

Mr. Martin. Well, I am not at the moment advocating that. But 
that would be necessary first for us to do it. And that would be 
important in that factor of saving that you are talking about, too. 
I don’t know whether the saving is there or not. That would require 
technical study. 

Senator Bennerr. May the Senator from Utah make an observa- 
tion. While the Treasury buys $30 million worth of silver, it is not 
buying air, and if it were necessary for the Treasury to recover that 
$30 million, it has a commodity which it can take into the market and 
sell; assuming the price to be the same, it can recover $30 million. 

Senator Dovetas. Does the Senator from Utah say that Federal 
Reserve notes are bought with air? 

Senator Bennerr. No. The Senator was careful a while ago to 
point out the gold base on which the Federal Reserve notes rested. 

Senator Doueias, Cannot the Federal Reserve banks buy Govern- 
ment bonds upon which the notes are issued? 

Mr. Martin. They issue notes. We are compelled to see that our 
deposits, the deposits which we hold, and the notes which we issue, 
at no time exceed four times our holdings of gold certificates: _ Within 
those limits which the Congress has given us under the Federal 
Reserve Act we can adjust. 
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Senator Dovatas. In practice, is it not true what you do is to buy 
Government bonds, expand the monetary stock accordingly? Put 
it this way. If you buy Government bonds, that sends up member 
bank deposits of the Federal Reserve System and to float the increased 
deposits, more currency is required and so on. Is that not what 
happens? 

Mr. Martin. That is right. We are offsetting every week. The 
Fourth of July comes along, there is an increase in currency in circu- 
lation, we purchase Government securities to accommodate that. 

Senator Dovetas. Does not the purchase of silver and the issuance 
of silver certificates dampen down the purchases which you would 
otherwise make of Government bonds? 

Mr. Martin. It is one of the factors, yes. 

Senator Douveias. To that degree, it diminishes the amount of 
assets upon which you would be earning, and to that degree also it 
diminishes the credit which the Federal Reserve System has. 

Mr. Martin. Yes, to a degree that is involved. 

Senator Dovetas. To the degree of $30 million a year. 

Mr. Martin. There are more factors. It depends on whether it 
gets into circulation. You see, we have currency stored in the various 
banks for issuance when the public demands it or in accord with our 
policy. Now, it is not just a fixed amount. It has to do with all the 
factors. 

Senator Doveias. When you buy bonds, you increase member 
bank deposits in effect. This increases the lending capacity of the 
banks. Is that not true? 

Mr. Martin. That is right. 

Senator Dovetas. And the banks will lend more credit. Lending 
more credit, more currency is needed to float the transactions, is that 
not true? 

Mr. Martin. That is right. Well, depending on whether it is de- 
posit currency or——— 

Senator Dovetas. The combined volume of Federal Reserve notes 
and silver certificates will have to increase. 

Mr. Martin. I think that is fair; yes, sir. 

Senator Dovetas. The more you have of silver certificates in- 
creasing, the less would be the increase in Federal Reserve notes, 
since the demand will be a total one combined. 

Mr. Marrrn. Depending on what your objective is. 

Senator Dove as. No, just a question of fact. Then we will dis- 
cuss objectives. The more silver certificates, the fewer the Federal 
Reserve notes; the fewer the silver certificates, the more the Federal 
Reserve notes. 

Senator CarppHart. Well, that is just like saying—— 

Senator Dovetas. I would like to have the witness answer. 

Senator CarpHart. Let me make a statement here. That is like 
saying on a farm you feed the hogs more corn and less supplement or 
you feed them less corn and more supplement. Jt is the same thing. 

Senator Dovctas. What I am saying is that the supply of mone- 
tary purchasing power is largely affected by the Fedstal Resor pur- 
chase and sale of bonds in the open market, which in turn increases, 
in the case we have taken, member bank deposits, increasing the 
loans of member banks, increasing the demand for currency. This 
demand for currency will be met primarily by the Federal Reserve 
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notes or silver certificates, and the more silver certificates you have, 
the less will be the Federal Reserve notes. It seems to me, the less 
silver certificates, the more the Federal Reserve notes. It seems per- 
fectly obvious. We are not enemies on this point. 

Mr. Martin. No. We could go to bimetallism completely. 

Senator Dovetas. | am not proposing bimetallism at all. 

Mr. Martin. I know you are not. But I say we could if we 
wanted to. I mean the whole history of the thing is—— 

Senator Dove tas. 1 do not think that reply is responsive to my 
question. 

Mr. Martin. Well, in a broad sense, I think it is. I don’t mean 
to differ with you on that, but I think in a broad sense it is. Ina 
narrow sense, perhaps you are correct. And I accept the correctness 
of what you say. But I just want to put it in a little broader per- 
spective. 

Senator Doveias. Suppose you had a deflationary situation, 
business going downward. Let us say you wanted to decrease the 
supply of money, although perhaps that might not be a correct mone- 
tary policy. At any rate, suppose you wanted to decrease the money 
supply. But you are faced with the fact that you are purchasing 
silver each year, you are tied by the act of 1946, and silver certificates 
are being issued. Then that throws an added strain upon the Federal 
Reserve System, does it not? You have to contract the supply of 
Federal Reserve notes, to contract holdings of Government bonds 
even more, is that not right? 

Mr. Martin. We would have to sell Government bonds in the 
market. 

Senator Dovetas. Then you deprive yourself of assets upon which 
you are earning. You draw interest on the Government bonds. 

Senator CappHarr. Will the Senator yield. 

Senator Douauas. Just a moment. 

Senator Caprnart. I don’t know why you should monopolize the 
entire hearing. 

Senator Dove as. I won’t. But I would like to have an answer. 

Senator Capenart. Let’s get an answer and permit somebody else 
to ask questions. If I remember correctly, you sat down here and 
made a rule that you were going to pass this back and forth. 

Senator Dovetas. If the Senator from Indiana thinks he wants 
10 minutes now, he can have it. 

Senator Capenart. I don’t want it. I just do not like to see you 
badger witnesses, which I think you have been doing all morning. 
That is the way I feel about it, and I intend to say so. 

Senator Doveras. The Senator from Indiana is never restrained 
in his language. 

Senator CappHart. I certainly am never restrained when I see an 
exhibition such as I have seen here this morning. 

Senator Dovetas. Mr. Martin, have I been Teniioartetili to you? 

Mr. Martin. No, sir. 

Senator Doveras. It has not been my purpose to be. Will the 
reporter read the last question. 

Senator Cappnartr. The able Senator from Illinois called this meet- 
ing without taking it up with the ranking member of the subcommittee, 
which is a discourtesy. He sat down here, the able chairman of this 
subcommittee did, and insulted the minority member of this subcom- 
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mittee by not even knowing he was a member of the subcommittee. 
That is not the way we operated when we Republicans were chairmen 
of these subcommittees. You did not even show me the courtesy, as 
chairman of this subeommittee, I being the ranking Republican 
member, to consult with me in advance of this meeting. You did not 
even show the courtesy of consulting with me on the rules. And yet 
you profess to be a great liberal that wants to be something else than 
a dictator. As far as I am concerned, as far as this meeting is con- 
cerned, you have handled it as though you were 100 percent dictator. 
You never once consulted with me about whether we would hold this 
meeting or would not. You did not even know I was a member. 

Senator Dovetias. The chairman apologizes for not knowing the 
gentleman from Indiana was a member of the subcommittee. The 
subcommittee has not met in the last year, this year. I neglected to 
check the membership, and I apologize to the Senator from Indiana 
for not being aware he was the ranking minority member. 

Senator Caprnart. Nevertheless, certainly it is indicative that you 
did not consult with any members of this subcommittee prior to 
calling the hearings or ask our advice, our consent, or ask whether we 
had anybody we wanted to appear as a witness. You simply took it 
upon yourself to say “I am going to run this” irrespective of any other 
members of the subcommittee. The rules in the Senate are that the 
chairman of a committee and the ranking minority member work 
together and cooperate, and that is a courtesy that you have not as 
yet shown me in respect to this subcommittee. 

I just want the record to show that. 

Others may sit idly by and permit people to get away with that 
sort of thing, but 1 am not made that way. You might as well 
know it now as later. Maybe I am all wrong, but nevertheless that 
is the way I feel about it. 

Senator Dovetas. | thought that the members of the other party 
had agreed to a provision of alternate 10 minutes. If I have received 
10 minutes, I will be very glad 

Senator CapreHart. When did you consult with the committee on 
the 10-minute rule? 

Senator Dovetas. I thought chairmen had the right to state rules 
unless they were overruled by the members of the committee. 

Senator CaPpgEHART. You sat down there and announced it without 
even consulting with us, asking if it was agreeable. As the ranking 
minority member of this subcommittee, you did not even consult me 
about it. You did not even know I was a minority member. 

Senator Dove.as. I did not hear the Senator from Indiana object 
at the time. He had the opportunity to object to the 10-minute 
provision. 

Senator Carpgrnart. I have no objections to it, except you cut me 
off two or three times here this morning when I wanted to ask a 
question. It is a small committee. There are only three of us here. 
You cut me right down. 

Senator Doveras. The Senator from Illinois will now discontinue 
his questioning and turn the questioning over to the Senators from 
Indiana and Utah. ; 

Senator Carrnart. The Senator from Indiana makes a motion we 
recess this meeting until 10 o’clock tomorrow morning or some other 
time. I make a motion we recess. 
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Senator Bennett. Mr. Chairman, before we discuss that motion, 
it is my understanding that tomorrow another subcommittee of the 
Banking and Currency Committee goes on with the bank holding 
company legislation. The next hearing of this subcommittee is set 
for 10 o’clock Monday morning. 

Senator CaPpEHART. I make a motion we recess until 10 o’clock 
Monday morning. 

Senator Dove.as. What about the witness? 

Senator CaprHart. He can come back at 10 o’clock Monday. 

Senator Dovetas. I would like to spare him that. I would be very 
glad to discontinue questioning and let the 

Senator CapPenart. I will be very glad to leave and permit you and 
Senator Bennett to proceed. I know of no other way to get over to 
the able Senator and others that there are other members of the Senate 
Banking and Currency Committee, and that we do have rights, we 
minority members. I would like to see the rules and regulations and 
precedent followed of chairmen consulting with the minority members, 
particularly the ranking minority member. It is just the nice way 
to do things, it is the proper way to do them, it is the way I practiced 
religiously when I was chairman of this committee, and so did the able 
Senator from South Carolina, Mr. Maybank. But I find a tendency 
to be completely 100 percent ignored. I am making a record today, 
right now, in the last 5 minutes here, that I do not like it, I think it is 
wrong. Then I am going to say no more about it. 

Senator Dovatas. Again, for the record, may I say I now offer the 
Senator from Indiana an unlimited time to question. 

Senator Carrnart. I have no questions. 

Senator Dove as. The Senator from Utah. 

Senator Bennett. My questions will be as brief as they were with 
the Under Seeretary of the Pedueuty. It is the impression of the Sena- 
tor from Utah from the short statement made by the witness that he 
too considers that this problem currently is more or less inconsequen- 
tial. That there are no compelling reasons why the legislation should 
be adopted and no compelling reasons why it may not be, why the 
present status may not be continued. That while the statement is 
the Board of Governors has no interest in the continuance of existing 
legislation with respect to silver purchase, that goes along with this 
other statement, but as compared with other factors, influencing 
member banks, bank reserves in recent years, their effects on reserves 
have been relatively small and these effects can be offset if necessary 
by other operations of the Federal Reserve System. Is it a fair state- 
ment that so far as the impact of this problem on the ability of the 
Federal Reserve Board to carry out its responsibilities is concerned, 
this is a case that the lawyers call de minimis under the present situa- 
tion, 

Mr. Martin. That would be a fair statement of my position. 

Senator Bennett. That is all. That is my only question. 

Senator Dove.as. I wonder if the reporter would go back to the 
question which I addressed to the witness. 

(The reporter read the question as follows:) 

_ Then you deprive yourself of assets upon which you are earning. You draw 
interest on the Government bonds. 

Senator Dovetas. That is, if you sell Government bonds to offset 
the purchase of silver. 
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Mr. Martin. We would deprive ourselves of some earning assets 
which could become a problem for us if it went too far. 

Senator Doueias. Do you see any way, apart from subsidiary 
coinage, that the silver purchase me in any way help the 
functioning of the monetary system? Do you see any positive good 
in the purchase of silver? 

Mr. Martin. In monetary terms, no, sir. 

Senator Douatas. Those are all the questions I have. 

Senator Bennett. I have no more. 

Senator Doucias. Thank you very much. 

Does the Senator from Utah object if we recess until 10 o’clock 
Monday morning? 

Senator Bennett. The Senator does not. May I make a friendly 
observation. I think a good part of the difficulty today arose out of 
the fact that the Senator gets so concentrated on his questioning that 
he ignores the passage of time. 

Senator Doua.as. I will ask the clerk to keep count of the time in 
the future, and ask the minority members to keep time also. I 
assure you I do not want to take more than my share of the time. 

Senator Bennert. It has been a little unfortunate this morning. 
Your first questioning of this witness was between 22 and 25 minutes. 

(Whereupon, at 12:05 p. m. the subcommittee was recessed to 
reconvene at 10 a. m. Monday, July 18, 1955.) 


REPEAL OF SILVER PURCHASE ACTS 


MONDAY, JULY 18, 1955 


Unitep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON THE FEDERAL RuESERVE, 
Washington, D. C. 

The subcommittee met, pursuant to recess, in room 301, Senate 
Office Building, at 10:05 a. m., Senator Paul H. Douglas (chairman 
of the subcommittee) presiding. 

Present: Senators Douglas and Bennett. 

Also present: Senators Green and Dworshak. 

Senator Dovetas. The hour of 10 o’clock having arrived, the 
subcommittee will come to order. 

The Chair thinks he should first make a report about the exercise 
into the nature of our monetary system that he carried out last week. 

The Chair presented a $20 Federal Reserve note, which stated it 
was legal tender for all debt, public and private, in dealing with lawful 
money in the United States Treasury, and presented this note to the 
Under Secretary of the Treasury, Mr. Burgess, and asked that it be 
redeemed. 

The Chair first made a demand that it be redeemed in gold, to which 
pe. Under Secretary of the Treasury replied he could not redeem it in 
gold. 

The Chair then requested that it be redeemed in lawful money and 
I have to report that the Under Secretary of the Treasury, Mr. Burgess, 
sent me 20 silver dollars. 

I have examined these silver dollars. They are authentic silver 
dollars. They all bear upon them the date of 1922. 

I will ask our staff member, Dr. Achinstein, to open the roll. 

I have today signed a letter acknowledging receipt to Mr. Burgess, 
a I wish to put in the record, if possible. The letter reads as 
follows: 


Hon. W. RanpoLexn BurGEss, 
Under Secretary of the Treasury, 
Department of the Treasury, Washington, D. C. 

Dear Mr. Burosss: Thank you for redeeming the $20 note I presented to 
the Treasury by sending me 20 silver dollars. It is interesting to note that each 
and every one of these dollars was coined in 1922. And yet despite the fact that 
they are 33 vears old and have witnessed the passing of a 3d of a century, they 
are absolutely fresh and virginal in appearance, and apparently unsullied by 
contact with the world. Where can they have been concesled during all of these 
years and what is the mystery of their ae and perpetual youth? 

From the testimony given in the h s it was made clear that while the 


amount of Federal Reserve notes in circulation was ~~, over $25 billion, only 


about $250 million were in silver dollars in the mints. In other words, thé specific 
silver reserve was 1 percent of the amount of Federal Reserve notes. The silver 
behind the silver certificates is needed for that reserve, and so-called free bullion 
amounts to only about 13 million ounces. 
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Senator Bennett, I call your attention to the next sentence: 


What then is the truth of my friend Senator Bennett’s contention that our currency 
has a metallic base? 


Then I make a reference to the $20 Reserve note which I gave Mr. 
Martin, which I will cover in another point, and I concluded: 


Should not the frank statement be made that we have in fact a managed 
currency? 


Without objection, the full letter will be made a part of the record 
at this point. 


(The letter referred to is as follows:) 


Unirep Srates SENATE, 


July 18, 1956. 
Hon. W. Ranpotpx BurGsss, 


Under Secretary of the Treasury, 
Department of the Treasury, Washington, D. C. 


Dear Mr. Burcgss: Thank you for redeeming the $20 note I presented to 
the Treasury by sending me 20 silver dollars. It is interesting to note that each 
and every one of these dollars was coined in 1922. And yet despite the fact that 
they are 33 years old and have witnessed the passing of a third of a century, they 
are absolutely fresh and virginal in appearance, and apparently unsullied by 
contact with the world. Where can they have been concealed during all these 
years and what is the mystery of their appearance and perpetual youth? 

From the testimony given in the hearings it was made clear that while the 
amount of Federal Reserve notes in circulation was slightly over $25 billion, only 
about $250 million were in silver dollars in the mints. In other words, the specific 
silver reserve was 1 percent of the amount of Federal Reserve notes. The silver 
behind the silver certificates is needed for that reserve, and so-called free bullion 
amounts to only about 13 million ounces. What then is the truth of my friend 
Senator Bennett’s contention that our currency has a metallic base? You will be 
interested to know that Mr. Martin solemnly sent me two $10 Reserve notes to 
redeem the $20 Reserve note which I presented to him for redemption. In other 
words paper was redeemed by paper. 

Should not the frank statement be made that we have in fact a managed 
currency? 

With best wishes, 

Faithfully yours, 
Paut H. Dovenas,. 

Senator Dovetas. I will throw this silver dollar out to the crowd 
so its freshness may be inspected—but I hope it will be returned. 


There is another silver dollar coming out. I would like to have you 
inspect that. 


I received a letter from Mr. Martin in which he said [reading]: 


Dear Senator Doveuas: At the hearing yesterday mo you handed me a 
Federal Reserve note in the denomination of $20 and eee that I act as your 
agent in presenting it to the nearest Federal Reserve bank to be redeemed in gold 
or lawful money. I have done so. 

Your $20 bill was issued by the Federal Reserve bank of Richmond, which 
happens to be the nearest one. We are in the same position as the Treasury and 
therefore cannot redeem in gold. That brings us to lawful money, which of course 
includes Federal Reserve notes. 

Since you are a representative in the Senate of the great State of Illinois which 
is served by the Federal Reserve Banks of Chicago and St. Louis, it occurred to 
me that it would be perhaps appropriate to redeem your $20 bill i es you 
with one $10 Federal Reserve note te lesued b the Federal Reserve Ee ee. 
and one $10 Federal Reserve note issued by the Federal Reserve Bank 
Louis. The Federal Reserve Bank of Richmond has supplied me with these two 
pieces of paper money, which I transmit herewith. 

You exacted no receipt from me on handing me your $20 bill and since I impose 
in you the same high degree of confidence that you pretsoses when I said I eran 
put your $20 bill in my pocket and study the matter, I am asking for no receipt 
upon delivery of these two $10 bills in compliance with your request. 
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To which I have replied as follows [reading]: 


Dear Mr. Martin: Thank you for your letter and for your kindness in acting 
as my agent in getting the $20 Federal Reserve note redeemed by sending me a 
$10 Reserve note issued by the Chicago Bank and a $10 note issued by the 
St. Louis. Bank, 

In other words, claims in paper are paid in paper. What does this prove about 
the contention of my good friend, the Senator from Utah (Mr. Bennett) that our 
currency has a metallic base? Should it not be openly acknowledged that what 
we have is in fact a managed currency? 

With appreciation of your courtesy in carrying out this exercise into the nature 
of our currency system. 

Faithfully yours; 


Those will be made a part of the record. 
(The letters referred to are as follows:) 


Boarp oF GOVERNORS OF THE 
Feperat Reserve System, 
OFFICE OF THE CHAIRMAN, 


Washington, July 14, 1955. 
Hon. Paut H. Dovetas, 


United States Senate, Washington 25, D. C. 


Dear Senator Dova.as: At the hearing yesterday morning you handed me 
a Federal Reserve note in the denomination of $20 and requested that I act as 
your agent in presenting it to the nearest Federal Reserve Bank to be redeemed 
in gold or lawful money. I have done so. 

our $20 bill was issued by the Federal Reserve Bank of Richmond, which 
happens to be the nearest one. We are in the same position as the Treasury and 
therefore cannot redeem in gold. That brings us to lawful money, which of 
course includes Federal Reserve notes. 

Since you are a representative in the Senate of the great State of Illinois which 
is served by the Federal Reserve Banks of Chicago and St. Louis, it occurred to 
me that it would be perhaps appropriate to redeem your $20 bill by furnishing 
you with one $10 Federal rve note issued by the Federal Reserve Bank of 
Chicago, and one $10 Federal Reserve note issued by the Federal Reserve Bank 
of St. Louis. The Federal Reserve Bank of Richmond has supplied me with these 
two pieces of paper money, which I transmit herewith. 

You canape no receipt from me on handing me your $20 bill and since I impose 
in you the same high degree of confidence that you evidenced when I said I would 
put your $20 bill in my pocket and study the matter, I am asking for no receipt 
upon delivery of these two $10 bills in compliance with your request. 

Sincerely yours, 


Wma. McC. Marty, Jr. 


Unitep States SENATE, 
July 15, 1956. 


Mr. Witt1am McC. Martin, Jr., 
Chairman, Board of Governors of the Federal Reserve System, 
Washington, D. C. 
Dear Mr. Martin: Thank you for your letter and for your kindness in act- 
ing as my agent in getting the $20 Federal Reserve note redeemed by sending me 


a $10 Reserve note issued by the Chicago bank and a $10 note issued by the St. 
Louis bank. 


In other words, claims in paper are paid in paper. What does this prove about 
the conteution of my good friend the Senator from Utah (Mr. Bennett) that our 


currency has a metallic base? Should it not be openly acknowledged that what 
we have is in fact a managed currency? 


With appreciation of your courtesy in carrying out this exercise into the nature 
of our currency system, 


Faithfull 
~ pi Pau. H. Dovetas. 
Senator Doveuas. I do wish to say, just as Mr. Martin and Mr. 
Burgess testified recently, that the Democrats have not stolen any 
of the $20 billion in gold or any of the'silver reserve, so I am happy 
to state they transmitted back to me the $20 which I gave to eac 
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of them. I am confident in their hands neither the gold reserve nor 
the silver reserve will be stolen, and they will observe the same high 
standards of honesty that the Democrats in the last 20 years have 
observed. 

Senator Bennert. That is a nice, pleasant way in which to start 
today’s hearings. 

Senator Dovuetas. Thank you. 

The Senator from Utah? 

Senator Bennett. I have nothing to say. 

Senator Dovetas. The first witness is Dr. Howard. 

Dr. Howard, we asked you to come here to answer some technical 
questions, but we pledged ourselves, Dr. Howard, that we would not 
ask you any policy questions. 

If there is no objection, I will ask questions for 10 minutes and then 
Senator Bennett will ask questions for 10 minutes. I ask a member 
of the staff to hold a watch and at the conclusion of 9 minutes to tap 
once on the table. 

Dr. Howard, how much silver for backing silver certificates has the 


Treasury acquired under the various acts and proclamations since 
1934? 


STATEMENT OF LELAND HOWARD, ASSISTANT DIRECTOR, BUREAU 
OF THE MINT, DEPARTMENT OF THE TREASURY 


Dr. Howarp. We have acquired—— 
Senator Dove.as. In round numbers. I think you will find that 
on page 20 of the booklet which you hold in your hand. 


Dr. Howarp. 1,689,739,337.76 ounces. 

Senator Doucias. What has been the cost of these acquisitions? 

Dr. Howarp. The cost value has been $1,032,198,733.73. 

Senator Douetas. What is the monetary value of this amount? 

Dr. Howarp. $2,184,713,482.63. 

Senator Dovuaxias. The seigniorage is the difference between the 
two sums? 

Dr. Howarp. That is $1,152,514,748.90. 

Senator Dovetas. Will you explain how the Treasury accounts for 
the seigniorage on its books? 

Dr. Howarp. We purchased the silver at the price prescribed by 
law and by proclamation in connection with the newly mined domestic 
silver, and that has been purchased at various prices. There has been 
a 50 percent seigniorage down to the present 30 percent. Under the 
Silver Purchase Act ‘the silver was bought at varying prices in the 
world market, and we have revalued up to cost value the amount that 
it took to purchase that. 

Senator Dovetas. I noticed that in your testimony of last week 
you reckoned seigniorage as a percentage of dollar value. 

Dr. Howarp. Yes, sir. 

Senator Dovetas. Could it not also be reckoned as a percentage of 
the purchase price of silver? 

Dr. Howarp. It could. 

Senator Dove.as. In that event instead of being 30 percent it 
would be around 42 percent? . 

Dr. Howarp. That is about correct, sir. 





REPEAL OF SILVER PURCHASE ACTS 49 


Senator Dove.as. That is, an ounce of silver purchased for 90.5 
cents is given & currency value of $1.29. Is that not true? 

Dr. Howarp. Yes, sir. 

Senator Doveras. So in terms of the amounts paid it is about a 
42 percent profit? 

Dr. Howarp. Yes, sir. The reason why we reckon it as 30 percent 
is because the legislation states the price in monetary terms of $1.29 
less 30 percent, which gives a net return of 90.5. 

Senator Dovetas. You furnished to the committee the tabulations 
which showed the newly mined domestic silver delivered to the mint 
by company and by States for 1954, 1953, and 1952. 

Dr. Howarp. Yes, sir. 

Senator Dovetas. You furnished that to the staff. 

Dr. Howarp. Yes, sir. (See p. 115.) 

Senator Dovenas. For 1954 how many companies delivered over 
50,000 ounces to the mint? We have made a tabulation which comes 
to 42. 

Dr. Howarp. Forty-two is correct. 

Senator Dovetas. I would like to read into the record the names 
of the 10 companies which delivered the largest amount of silver to the 
mint, in order of size, and ask that you check them to see whether or 
not I am correct in pas statement. 

Dr. Howarp. All right, sir. 

Senator Dovetas. ‘aebiiade Copper Mining Co. delivered the 


largest amount, 5.4 million ounces. 
r. Howarp. Yes, sir. 
Senator Dovetas. Sunshine Mining Co., 3.7 million ounces. 


Dr. Howarp. Yes, sir. 

Senator Doveuas. Polaris Mining Co., 3.4 million ounces. 

Dr. Howarp. Yes, sir. 

Senator Dovetas. Kennecott Copper Corp., 2.9 million ounces. 

Dr. Howarp. Yes, sir. 

Senator Dovetas. Bunker Hill & Sullivan Mining & Concentrating 
Co., 2.4 million ounces. 

Dr. Howarp. Yes, sir. 

Senator Dovenas. Phelps Dodge Corp., 1.9 million ounces. 

Dr. Howarp. Yes, sir. 

Senator Dovenas. The New Jersey Zine Co., 1.5 million ounces. 

Dr. Howarp. Yes, sir. 

Senator Dovetas. American Smelting & Refining Co., 1.5 million 
ounces. 

Dr. Howarp. Yes, sir. 

Senator Doveuas. United States Smelting, Refining & Mining Co., 
1.2 million ounces. 

Dr. Howarp. Yes, sir. 

Senator Doveuas. Silver Dollar Mining Co., 1.1 million ounces. 

Dr. Howarp. Yes, sir. 

Senator Doveuas. The tabulation which we have made shows 
that these total 25 million ounces.of some 36 million ounces or approx- 
imately 70 percent were purchased from these 10 companies. 

Dr. Howarp. Yes, sir. (See p. 120.) 

Senator Bennett. Mr. Chairman, on my own time, is it oduaiblie 


for the minority members of the committee to have access to these 
figures? 
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Senator Dovetas. Certainly. 

Senator Bennett. They have not been supplied to us. All figures 
that have been collected by the staff have been retained to the benefit 
of the chairman. 

Senator Doue.as. They are fully available to all minority members. 

Senator Bennett. Are there copies that are available to us? 

Senator Douveias. No. We did not make copies of this. 

Senator Bennett. They are of no use to me at this time. 

Senator Dove.tas. We will have copies made. 

Senator Bennetr. We should have the opportunity to study the 
material that has been prepared for the committee. 

Senator Doueias. We will be very glad to have that done. But 
the facts are correct, are they not? 

Dr. Howarp. Yes, sir. 

Senator Doveias. Now, Treasury-purchased silver was at 90.5 
cents. Is that not correct? 

Dr. Howarp. Yes, sir. 

ee Dovetas. What was the average market price during 1954 
of silver? 

Dr. Howarp. I believe it was about 85. I can tell you that. 

Senator Dovetas. I think the figures show 85%. 

Dr. Howarp. That is about right. 

Senator Dove as. Therefore there was a direct subsidy of approxi- 
mately 5 cents a pound on the purchase of silver. 

Dr. Howarp. Sir, if there was a subsidy—and I do not want to get 
into it—it would be on the ounce instead of on the pound, I believe. 

Senator Dovetas. Yes, on the ounce. 

Dr. Howarp. You mentioned the pound. 

Senator Dovetas. Five cents an ounce. I beg your pardon. So 
the direct subsidy, that is, payment in excess of market price, to these 
10 companies amounted to about $1,250,000 since they furnished 25 
million ounces. 

Dr. Howarp. Yes, sir. 

Senator Dovetas. I am not asking you to make any reply to this, 
but of course the Government purchases of 36 million ounces also 
served to maintain the market price of silver above what it otherwise 
would have been, so that there is an indirect subsidy as well. 

Can the Treasury sell silver today? 

Dr. Howarp. Yes, sir. 

Senator Dove.tas. At what price? 

Dr. Howarp. At not less than 90%, and our present fixed price is 
91 cents. 

Senator Dovetas. What was the price of silver on Friday? 

Dr. Howarp. 90%. 

Senator Dovetas. In other words, very close to that point. 

Dr. Howarp. It is above our selling price. However, we did not 
sell any that day. The quoted price is one-quarter cent under the 
actual transaction price. The price paid therefore was 91 cents for 
silver 0.999 fine. . 

Senator Dovetas. I noticed in the Wall Street Journal this was 
— to a strike in the copper mines and a reduction in the flow of 
silver. 

Dr. Howarp. Yes, sir. That was what it was attributed to. 
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I might say, Senator, in comparing our buying price with the com- 
mercial price, our price is based on 90% cents per fine ounce. The 
commercial price is based on the 0.999 fine. Therefore, the equivalent 
of our price and the commercial price is 90.41 cents. In other words, 
when silver goes above 90.41 it is equivalent to our buying price of 
90.5, because of that difference in the fineness. 

In other words, in every bar of 1,000 ounces we pick up an ounce 
on the commercial. 

Senator Dove.as. How much silver has the Treasury sold in recent 

ears? 
Dr. Howarp. Very little in recent years. Back during the war 
period under what was known as the Green Act we sold about 167 
million ounces. That was at 71 cents. It was allocated by the War 
Production Board during the war. 

Senator Dovetas. As a substitute for copper? 

Dr. Howarp. I think it was allocated for various purposes. 

Senator Doveias. How much do you have out? Or perhaps this 
does not come under your control and knowledge. How much do 
we have out in loans to other countries? 

Dr. Howarp. It does come under us. It is 410 million less about 
15 million that the Dutch have returned 

Senator Doveras. To what countries was this silver loaned? 

Dr. Howarp. India, Great Britain, Netherlands, Saudi Arabia, 
Australia, Ethiopia, and Fiji. 

Senator Dovetas. Could you give the approximate amount? My 
time is up. 

Senator Bennett? 

Senator Bennett. My questions will be very short. 

I wonder if I might see that list of 10 companies? 

Do you know whether all 10 of these were selling silver that they 
themselves produced, or whether they in fact were acting as custom 
smelters to sell silver produced by other mines? 

Dr. Howarp. On this particular tabulation this is the mine origin 
and this was from their mines. Some of these companies do also sell 
silver to us that comes from other mines, but this particular tabulation 
was on a mine-origin basis. 

Senator Bennett. Taking specifically the American Smelting & 
Refining Co., do your figures show how much silver they sold to you 
on a custom smelter basis? 

Dr. Howarp. Yes, sir. For the year 1954 American Smelting sold 
us a total of 18,204 317. 04 ounces. 

Senator Bennett. Of which 1% million was of their own. So 
actually the overwhelming bulk of your purchases from A: S. & R. 
were of silver that they handled as a custom smelter for other pro- 
ducers. 

Dr. Howarp. Yes, sir. 

Senator Bennerr. In other words, this whole tabulation is confused 
to the extent that when you put the two tabulations side by side the 
importance of these custom smelters as direct sources of silver tends 
to decrease? 

Senator Doveias. Will the Senator from Utah yield for-a_minute? 
Will the Senator from Utah state for the record what was the amount 
of silver which the Senator from Illinois asked whether or not the 
American Smelting & Refining Co. had offered of its own? 
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Senator Bennett. The figure shows 1% million. 

Senator Dovetas. Is that not correct? 

Senator Benner. Yes; that is correct. And the total was 18-plus 
million according to Mr. Howard. 

Senator Doucuas. Yes. 

Senator Bennett. Let us look at it the other way. Let us take 
Kennecott Copper. Did Kennecott offer any silver it did not mine? 
Or did the 2.9 million ounces represent the total it offered to the 
Treasury? 

Dr. Howarp. Kennecott directly only offered to the Treasury 
2.4 million. 

Senator Bennett. So there was a half a million ounces of custom 
silver in that figure of 2.9 million contained in the tabulation? 

Dr. Howarp. Let me explain this. You said you were confused. 
& see table you have as mine origin there is 2.9 million that came out 
of the- 

Senator Bennett. I think I have it straight. Kennecott Copper 
originated 2.9 million. They only offered you directly 2.4 million, 
and a half a million came through a custom smelter. Is that the way 
it is? 

Dr. Howarp. Yes, sir; 411,000 came through the American Metal 
Co. and 200,000 came through the American Smelting; 2.2 million 
came ae their own plant. I think that would add up to give you 
the total. 

Senator Bennerr. What were the total offerings in this year of the 
domestic industry? 

Dr. Howarp. 1954? 

Senator Bennett. Yes. 

Dr. Howarp. The offerings were about 33.8 million as the net 
figure. We canceled 844,000 ounces of affidavits covering open market 
rates and it gives a total of about 34.6 million ounces. 

Senator Bennett. Practically 35 million. So five-sevenths of the 
total silver offering came from these 10 companies, and the other two- 
sevenths, roughly approximating it, came from the little domestic 
mines? 

Dr. Howarp. I believe that would be around 25 million. 

Senator Bennett. Out of 35 million? 

Dr. Howarp. That came from these 10 large companies. 

Senator Bennert. That is right. Five-sevenths came from the’ 
large ones. 

Dr. Howarp. Yes. 

Senator Bennerr. And two-sevenths from the small ones. 

Dr. Howarp. Yes. 

Senator Bennerr. I do not think I have any other questions, Mr. 
Chairman. 

Senator Dovetas. Senator Green. 

Senator Green. No questions. 

Senator Dove.as. Senator Dworshak. 

Senator DworsHak. No, thank you. 

Senator Dovetas. What do you do with the seigniorage, Dr, 
Howard? 

Dr. Howarp. The seigniorage is placed in the general fund of the 
Treasury at cost value, and from that supply of silver we do now two 
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things. We manufacture our coins and it is available for sale. In the 
past we have done many more things with it. 

For example, the silver that was lend-leased to the foreign govern- 
ments and the silver that was sold under the original Green Act, came 
ons of there. We have also revalued at times in excess of the cost 
value. 

Senator Dovetas. So that in the past loans and sales to the com- 


mercial market have been made, but at present subsidiary silver coins 
are taken from it? 


Dr. Howarp. Yes, sir. 

Senator Dovetas. And you paid for the silver with silver cer- 
tificates? 

Dr. Howarp. In the final analysis, that is the way they are paid 
for. Actually, we pay the depositor by check until we accumulate 
some silver, and then revalue in larger quantities of let us say 2 or 3 
million ounces. 

Senator Dovetas. But ultimately you issue a quantity of silver 
certificates equal to 70 cents on the dollar, or 90.5 cents per ounce? 

Dr. Howarp. Yes, sir. Cost value. 

Senator Dovetas. Not equal to the $1.29 per ounce at which you 
value? 

Dr. Howarp. No, sir. 

Senator Doveias. You used the profit, in other words, not to 
increase the amount of silver certificates, but as a reserve fund that 
is at present used to supply subsidiary silver? 

Dr. Howarp. Yes, sir. 

Senator Dovetas. In the past they were also financed in loans and 
sales, or it has been used for loans and sales to the commercial market? 

Dr. Howarp. Yes, sir. 

Senator Dovetas. Thank you very much. 

Have you any further questions? 

Senator Bennett. Just one to clear up my own thinking. 

Is the silver behind the currency available for sale? Can you sell 
that silver and retire the currency under the law? 

Dr. Howarp. If you want to call it a sale. It would be a redemp- 
tion. There is nothing to keep you from going to the Treasury and 
getting silver dollars, or going through the banking system and 
getting silver dollars. 

Senator Bennett. But you would not sell it as bullion? 

Dr. Howarp. No, sir. 

Senator Bnunnetr. That is the point I want to get. 

Dr. Howarp. Not the silver backing the silver certificates. In 
fact, there are only two conditions under which we could sell it under 
the Silver Purchase Act of 1934. One of those would be that the 
price goes above $1.29 or the ratio of silver to gold is more than 25 
percent. 

Senator Bennett. Thank you. That is all, Mr. Chairman. 

Senator Dovetas. Thank you, Dr. Howard. 

The ‘next witness is Assistant Secretary Felix E. Wormser. We 
did not trespass on our agreement with Mr. Burgess, did we? 

Dr. Howarp. No, sir. 

Senator Dovetas. We were not unfair or discourteous to you in 
our cross-examination? 
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Dr. Howarp. No, sir. The other day I gave you a table in a hurry 
in pencil. I had it typed over the weekend and give you that now. 

Senator Dovatas. We will give the better copy to Senator Bennett 
for his examination and we will keep the poorer copy for ourselves. 

Will you hand the better copy to Senator Bennett? 

Senator Bennett. I am sure that is a form of self-punishment that 
is not necessary. 

Senator Dovuetas. It is not self-punishment at all, but an attempt 
to meet the criticism of the Senator from Utah. 

Senator Bennerr. The Senator has felt a little bit at a loss because 
of the mass of material obviously available to the chairman through 
the committee organization which has not been made available to 
any of the members of the minority. 

Senator Dova.as. It would be fully available to the members of 
the minority if they asked for it. 

Mr. Wormser, I understand you have a prepared statement? 


STATEMENT OF FELIX EDGAR WORMSER, ASSISTANT SECRETARY, 
MINERAL RESOURCES; ACCOMPANIED BY R. W. GEEHAN, 
BUREAU OF MINES, INTERIOR DEPARTMENT 


Mr. Wormsser. Yes, sir. May I read it? I believe you have a 
copy, sir? 

Senator Dovetas. Thank you. 

Mr. Wormser. The legislation proposed in S. 1427 relates primarily 
to the monetary policy of the United States, a matter which falls 
within the jurisdiction of the Treasury Department. The Depart- 


ment of the Interior’s interest is confined to the possible effect that 
repeal of the act of July 6, 1939, as amended, might have upon vital 
segments of this country’s mining economy. In recent years almost. 
three-fourths of the silver produced from domestic mines has been 
recovered as a byproduct of copper, lead, and zinc ores. These base 
metals, of course, are essential within our peacetime economy and are 
indispensable in the event of war, as is silver. A contimuing national 
problem is that of maintaining the domestic production of these 
materials as an adequate component of a sound mobilization base. 

No doubt the committee is aware of a great change that has taken 
place in the position of silver in our economy since the enactment of 
the Silver Purchase Act of 1934. Silver at that time was essentially 
a monetary metal, but this is no longer true. Ever since World War 
II, the amount of silver used by industry has exceeded: by far the 
amount of silver used for comage. Silver is used extensively not 
only in the arts, but also in the production of photographic film and 
in the manufacture of hard solders. Doubtless, many new uses will 
be developed as time goes on. During World War II, silver had high 
priority and was under allocation to industry. 

Without regard to the monetary aspects of the silver problem, 
which have been argued back and forth longer than I can remember, 
it seems to me that the problem before the committee resolves itself 
into an issue between the silver miners and those who employ the 
metal either in the arts or for industrial purposes. Both make.con- 
tributions to the national economy and both receive enco nt 
from the Federal Government by virtue of policies laid down by the 
Congress. The silver miner now has an assured market for his 
product at a price set by law. The silver user, on the other hand, 
operates within an economy protected by tariffs generally high. 
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There is, of course, no duty on metallic silver. Should the Congress 
decide to repeal the Silver Purchase Act, I believe that it might 
create an inequitable situation. 

No exact prediction of the effect of the proposed legislation upon 
the mining industry can be made since it is not clear what the future 
silver purchasing policies of the Federal Government would be under 
S. 1427. Under the act of July 6, 1939, as amended, the Treasury has 
been required to buy all offerings of domestically mined silver at a fixed 
price. Since 1946 the domestic miner has received a price of 90.5 cents 
an ounce, which is computed by subtracting the seigniorage deduction 
of 30 percent from the value of silver in a silver dollar. This is set at 
$1.2929 a fine troy ounce. The 90.5-cent price until recently served 
as an added incentive to the mining industry, since silver has averaged 
about 11 cents above the New York or open market commercial price. 
It so happens now that the New York price and that paid by the 
United States mints to domestic miners under present law are only a 
fraction of a cent apart, but this can be regarded as little more than co- 
incidence. Fluctuations in the price of silver have been common since 
the metal is produced in volume in many parts of the world and is 
traded in internationa] markets. 

Enactment of S. 1427 would remove from our extremely hazardous 
mining environment an element which has permitted the miner of 
silver to operate without regard to world price fluctuations. As a 
matter of fact, I believe it can be said that the United States through 
its silver purchase program has contributed materially to stability 
within the world silver market. The purchase and sale of silver by 
the Mexican Government have, I understand, also contributed to the 
stability of this world market. 

The domestic mine production of silver during each of the last 2 
vears has been slightly more than 37 million ounces. This represents 
about one-sixth of total world production. The repeal of the 1939 act 
could lead to some portion of the United States-produced silver acting 
as a depressing factor on the world market. The actual effect, of 
course, would depend upon the monetary policy of this country. 
Should the Federal Government at any time choose to withdraw en- 
tirely from the silver market, which would be permissible under the 
provisions of S. 1427, it is reasonable to assume that severe repercus- 
sions would be felt not only within the domestic mining economy, but 
within related segments of the industry abroad, particularly in Mexico 
and Canada. Both of these neighboring countries are major producers 
of silver. 

With respect to the United States, the impact of decreased demand 
and lower prices for silver would fall emery span Western States 
such as Arizona, California, Colorado, Idaho, Montana, Nevada, and 
Utah. In most of these instances, lead-zinc primary production would 
be affected since mines in these States for the most part produce silver 
in combination with these other metals. I feel certain that the price 
of silver was a factor in keeping some lead and zinc mines in produc- 
tion in the face of depressed conditions in the mining industry during 
the Korean aftermath. In all of the above-mentioned States mining 
represents an important part of the total income. 

his summarizes the situation from a mining standpoint. The 
most important fact to be considered, we believe, is the intimate 
reletionsiile between silver and the other metals normally mined with 
it, and it is our recommendation that this consideration be taken 
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fully into account in determining whether 8. 1427 should be enacted. 

I shall be glad, of course, to supply whatever detailed statistical 
information the committee may desire with respect to the production 
and consumption of silver, or to demonstrate at greater length the 
close relationship between silver and the base metals, copper, lead, 
and zine, 

Senator Dove.as. Senator Bennett. 

Senator Bennerr. Mr. Wormser, do you have any figures which 
would show the approximate contribution that the revenue received 
from silver makes to the miner of a complex zinc-lead-silver ore? 

Mr. Wormser. We can give you the value of the domestic mine 
production, sir. Of course, in the aggregate that would represent the 
revenue that is obtained by virtue of mining the silver produced as a 
component of their complex western ores. We can give you that. 

Senator Bennett. Do you have any approximate idea of what that 
amounts to? 

Mr. Wormser. As a matter of fact, we have a table here which 
shows the tons of ore derived from gold ore, gold-silver ore, silver ore, 
copper ore, lead-copper ore, zine ore, zinc-lead, zinc-copper, and lead- 
zinc-copper ores, individually and in the aggregate, and also the 
average silver content in ounces per ton, and the total ounces of silver 
produced from these various categories, if you want to put that in the 
record. 

Senator Bennett. With the permission of the chairman, I think 
that should go in the record. 

Senator Dove.as. Without objection, that will be meluded. 

(The document referred to is as follows:) 


Silver production in the United States in 1953 ! 


Average 
silver 
Tons of ore content, 
ounces per 
ton 


Gold ore. 
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Copper ore 
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1 Missouri excluded. 
2 Account not taken of refining ensts. 


Source: U. 8. Bureau of Mines. 
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Senator Bannerr. Can you take that another step further and 
translate it? The current price of zinc is around 12% to 13 cents? 

Mr. WormseEr. 12% cents. 

Senator Bennett. The current price of lead is 15 cents? 

Mr. Wormser. Yes, sir. 

Senator Bennetr. On a typical lead-zine-silver ore how much 
would the silver content add? 

Mr. Wormser. Of course, that would depend on the tenor of the 
ore. 

Senator Bennett. I understand I am asking for an impossible 
situation, but are there not any general average conditions that you 
could give us an approximate answer on? 

Mr. Wormsmr. I am afraid not, sir, because every mine is different 
and there are some ores, such as the Missouri ores, which are almost 
silver-free, but not altogether, but where the silver is still commercially 
advantageous, ranging all the way to the richer lead-zine ores in your 
State or Arizona and elsewhere, where silver is a very important 
component. 

I think I might say in answer to your question, that the miner in 
the West generally considers the overall value of his ore, regardless of 
its content—so much lead, so much zinc, so much silver, so much gold, 
and so much copper. He has a pretty good idea of what the smelter 
will allow him with deductions, and so on and so forth, and just looks 
at the overall picture of which, of course, silver is a very important 
part. 

Senator Bunnetrt. I suppose the only way we can get this informa- 
tion is to get representatives of individual mines here who can talk to 
us in terms of their experience with their particular ore. 

Mr. Wormser. I think that is correct, Senator. We can give you 
some averages—I have been reminded of that—based on the hypo- 
thetical ore content in the mine, if that will serve your purpose. We 
will be glad to supply that to the committee. 

Senator Bennett. I hope that can be given to us as a background 
against which we can hear some of the individual producers. 

Senator Dovat.as. I request that the Assistant Secretary submit as 
much statistical material on this point as possible, to be inserted in 
the record at the conclusion of his testimony. (See p. 70.) 

Mr. Wormser. Thank you. We shall be delighted to do so. 

Senator Bennett. On page 2 of your statement you say: 

The silver user, on the other hand, operates within an economy protected by 
tariffs generally high. 

We can know specifically what the subsidy, as the chairman called 
it, to the domestic silver producer is, at the average prices over the 
last year. Of course, there is none at the present price. 

Can you supply to the committee information representing the tariff 
prices that protect the silver fabricator? 

Mr. Wormsser. Yes, sir. As a matter of fact, I have in my hand 
a table which shows the statutory rates and the current rates for 
numerous items made of silver from chemical compounds, plated ware, 
jewelry, films, and so forth. Shall I read it? 
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Senator Bennett. What is the lowest rate on the list? 

Mr. Wormssr. The lowest rate I see is the current rate of 6% per- 
cent for films, that is, photographic films. 

Senator Bennurr. What is the highest rate? 

Mr. Wormser. The highest rate is a rate of 65 percent ad valorem 
on certain plated articles in paragraph 397. 

Senator BenNET?T. Does it cover all plated articles? 

Mr. Wormser. It says in p aph 397 articles plated with, but 
not in chief value of, silver if the plating is on—copper or nickel silver 
25 percent; on other metal 35 percent; on material other than metal 
65 percent. 

Senator Bennett. May we receive that also? 

Senator Dove.as. Yes. That will be made a part of the record. 

(The document referred to is as follows:) 


Current and statutory rates of duly on silver and silver products 


Para- Statutory Current 
graph Item rate rate 


21 | Chemical compounds, mixtures, and salts of which silver constitutes | 25 percent.._| 1244 percent. 
the element of chief value. 
339 | Hollow or flat ware plated with silver ..-| 25 percent. 
355 | Cutlery with handles plated with silver ...| 12% percent. 
Crnthery Write REIS OE Bit won species “hike dn*ancercey nacdcwhos 8 cents+17% 
percent. 
397 | Articles nspf, plated with, but not in chief value of, silver if the 
plating is on— 
Copper or nickel silver .-.} 25 percent. 
Other metal ..-| 35 percent. 
Material other than metal 65 percent...| 65 percent. 
Articles nspf, wholly or chiefly in value of silver 65 pereent...| 25 percent. 
Jewelry, wholly or in chief value of silver and valued over $18 per | 110 percent__| 35 percent. 
dozen pieces. 
Other : 110 percent__| 55 percent. 
Films, photographic (except motion-picture films 1 inch or more | 25 percent__- Gd percent. 
wide) sensitized, but not exposed or developed. 
Plates, photographic dry, nspf ..-| 15 percent. 
1638 | Silver bullion F F 





Senator Bennett. I would like to turn to page 3 of your testimony 
and the same subject comes up on pace 4. 

Can you give us in greater detail your understanding of the effect 
on the domestic silver market of the purchase and sale program of the 
Mexican Government, and your understanding of what the effects 
would be on industry abroad? I am quoting from your testimony 
on page 4, where you say, particularly in Mexico and Canada there 
would be effects if this thing is oe Maybe I should say that in 
the hearing held last week I got the impression that there was a belief 


that the Mexican Government was manipulating oe of silver. 
exi 


Can you describe to us what the operations of the can Govern- 
ment are in its purchase and sale of silver? 

Mr. Wormssr. Senator, I would refer you to a statement of Handy 
& to which I think explains that situation. I would like to 
r it. 

Senator Bennerr. Can you identify the source and page number? 

Mr. Wormser. This is a statement of Handy & Harman, which 
appears in the 1954 Yearbook of the American Bureau of Metal 


Statistics, and it reads: 
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One must look to Mexico for the key to the stability of the silver market in 1954. 
Throughout the year the Bank of Mexico maintained its established policy of 
buying Mexican production as offered and selling freely to buyers both here and 
abroad. The unchanging price in New York was a direct result of this. policy. 


A brief analysis will demonstrate how Mexico was able to exert such a dominant 
influence. ; 


The United States and Mexico, are the two. largest silver-producing countries 
in the world....With the production in the United States absorbed entirely by the 
Treasury, the market here depends on supplies from Mexico for a substantial 
portion of its requirements. hrough buying and selling its own output in re- 
sponse to changing conditions, Mexico assures its supplies with a high degree of 
accuracy. However, it is important to note that the, Bank of Mexico did not: 
find it necessary to accumulate silver during 1954 in.order to accomplish its 
objective. Official stocks increased, to be sure, but this increase was as a result. of 
withdrawals of demonetized coin. From its market operations alone the bank 
actually sold silver on balance by a small margin. Total acquisitions by the 
Bank of Mexico during 1954 amounted to about 31,500,000 ounces, and ‘sales 
totaled about 25,200,000 ounces. This would indicate an increase of. about 
6,300,000 ounces in the official stocks of the bank, which were estimated at about 
35 million ounces at the year’s end. 


Senator Bennett. My time is expired, Mr. Chairman... If you will 
permit me to continue this afterward, I would like to do so. 

Senator Dovetas. I would be glad to yield more time to the 
Senator from Utah. 

Senator BENNETT. May we have just enough time so that the 
Secretary can finish what he is reading? 

Mr. Wormser. There is just one other sentence I would like to add. 
About 24 million ounces of total acquisitions represent their purchases 
of Mexico’s own production, and 7% million ounces were obtained 
through the withdrawal from circulation of demonetized coin, As 
regards sales, about 12 million ounces were sold either directly or in- 
directly for delivery to the New York market. Sales to Western 
Germany increased considerably during the past year and amounted 
to 10,700,000 ounces. France bought 2,200,000 ounces, and small 
purchases by Guatemala and Chile accounted for the balance. 

Senator Bennerr, Thank you. I will return to that when my 
turn comes around again. 

Senator Dovetas. Mr. Wormser, I put a considerable portion of 
that in the record last week.. I wouid like to call attention to the 
statement of Handy & Harman that the Bank of Mexico had 35 
million ounces at the end of the year in stock. 

Mr. Wormser, Yes, sir. I think it checks with what we have here. 

Senator Dovaias. Mr. Wormser, am I correct in stating that some 
two-thirds to three-quarters of the domestic silver production is a 
byproduct of the so-called baser metals—copper, lead, and zinc? 

Mr. Wormser. It is very heavily a byproduct, sir. Yes, sir. 

Senator Dove as. And approximately the residue, of course, is 
silver itself mined without a byproduct? 

Mr. Wormser. As a matter of fact, there are very few properties 
which are clearly unassociated with silver, that is, silver with no other 
metal or mineral associated with it. It is either gold, or antimony, or 
copper, or something else connected with it. 

Senator Dove tas. But about 70 percent is a byproduct of mining 
copper, lead, and zinc? 


66839—55—pt. 1——5 
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Mr. Wormser. As a matter of fact we can give you the exact 
figures. 

Senator Dovetas. Is not my figure approximately correct? 

Mr. Wormser. Yes, sir. 

Senator Dovetas. How much silver is produced in copper ore? 

Mr. Wormser. The document we have already submitted has the 
figure 9,166,750 ounces obtained from copper ore in 1953 out of a 
grand total for the entire country of 37 million, or something like that. 

Senator Dovetas. In other words, about 23 percent or 24 percent 
is obtained from copper ore? 

Mr. Wormser. Roughly. . 

Senator Dove.as. What was the United States domestic production 
of copper in 1954? 

Mr. Wormser. I can give you that in a moment. You are speak- 
ing of mined production, I believe? 

Senator Dovetas. Yes. 

Mr. Wormser. Copper production of the United States in 1954 
was 841,071 tons. 

Senator Dovetas. Tons? Not pounds? 

Mr. Wormser. Tons. Short tons. 841,071 tons. 

Senator Dovetas. And the production of silver was 9 million 
ounces from that? 

Mr. Wormser. That is right. 

Senator Doveias. What is the market price of copper today? 

Mr. Wormser. It is a rather confused situation. The domestic 
price is, I believe, around 36 cents, but with a strike on there are all 
kinds of prices. 

Senator Dovetas. What is the figure for the domestic industry? 
Is not that price substantially higher than at any time in several 
decades? 

Mr. Wormser. I am not so certain about that. Let me refer to 
the price of copper here. Yes, sir. That is true. 

Senator Dove.as. Does that not seem to indicate that the demand 
and supply relationship is very favorable to copper producers with 
the extremely high price? 

Mr. Wormser. I am sure the market today is very satisfactory. 
May I insert in the record for your guidance the average price of 
copper, lead, zinc and silver, going back to 1933? I thi e com- 
mittee might find it helpful to have it as a part of the record. 

— DovGtas. Without objection it may be made a part of the 
record. 

(The document referred to is as follows:) 
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Senator Dovetas. In your letter of comment dated May 26, 1955, 
to Senator Fulbright, you stated if the silver purchase laws are 
repealed many of these base metal mines will suffer substantial injury. 
Do you think that the copper producers will suffer substantial injury 
in view of the price which they have received for their product? 

Mr. Wormser. At the present time they would suffer injury, of 
course, but with the very satisfactory market—— 

Senator Doveuas. But you say it would be a substantial injury. 

Mr. Wormser. It depends on how you define ‘“‘substantial.”’ Un- 
doubtedly any loss of revenue would be injury to them, but I think 
they do pretty well. 

Senator Dovetas. Is the copper industry in trouble at the present 
time? 

Mr. Wormser. Only so far as labor troubles plague them. 

Senator Dove tas. I mean, in view of the high prices, the highest 
in several decades, and the large volume of production. Are you 
acquainted with the profits of the copper companies? 

Mr. Wormser. No, sir; I do not have that. 

Senator Dove.as. It ap in your statement, if it is substan- 
tially correct, that Anaconda, which is the largest supplier of silver, 
had net profits in the year 1954 of $26,653,000. Kennecott Copper, 
which is the fourth largest supplier of silver, had net profits of 
$77,906,000. Phel Dodge which was the sixth largest supplier of 
silver, had net profits of $41,249,000. 

In other words, the financial record of the Big Three in the copper 
industry indicates very | earnings. Even if all of the silver pro- 
duced in copper ore were lost down the drain the copper producers 
would still be in pretty good shape. They could still sell their silver 
in the cottiinedeaik market. Let us take the Big Three. 
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In 1954 Anaconda delivered about 5% million ounces of silver to 
the mint. On each ounce they received in 1954-.a direct subsidy of a 
little over 5 cents, making a total subsidy of over $275,000. The net 
corporation income was, as I have said, over $26 million. 

Kennecott Copper’s direct subsidy was $152,000. Their net income 
was $77.9 million. 

Phelps Dodge’s subsidy was a little over $100,000, while its net 
income is around $42 million. 

Do these figures indicate that the repeal of S. 1427 would substan- 
tially injure these companies? 

Mr. Wormssr. Senator, may I comment that I am not certain 
whether those figures you just quoted represent the original mining 
of the copper you referred to. Some of those companies do a custom 
business and I do not know what part is custom business. 

Senator Dovatas. I think the record is clear that these are the 
amounts turned over by the companies from their own mines, with 
one possible exception of Kennecott, where there is some difference 
of opinion as to whether it is 2.9 or 2.4 million from their own mines. 
At any rate, the difference there is not very great. On a direct sub- 
sidy basis the difference would be only $25,000 on 500,000 ounces. 

Mr. Wormser. It is rather small. 

Senator Doveuas. These figures have been attested to by the 
Director of the Mint as substantially accurate. My question is, in 
view of the large earnings of the copper segment of the industry at 
the moment, can it be said that the loss of these direct subsidies would 
really hurt them? 

Mr. Wormser. It would be a very small effect on their overall 
earnings. 

Senator Dovue.ias. Turning to the other so-called base metals, 
what proportion of the silver is produced from lead and zinc ores? 
About 50 percent, is it not, approximately? 

Mr. Wormser. [| think I will ask our specialist in the Bureau of 
Mines to give you some information on that directly, Mr. Geehan, 
if I may introduce him. 

Senator Dovatas. Could you state for the record whether my 
estimate is approximately correct? Fifty percent of silver is produced 
from lead and zine ores? 

Mr. Greuan. It is not quite that much. It is roughly 1 part 
that comes from silver mines and 1 part from copper mines and 1.7 
parts from lead-zine mines, but we will break it down and give you an 
exact figure for any year. That ratio makes it slightly less than half. 

Senator Dovatas. Slightly less than half. Somewhere between 
45 percent and half, would yousay? My timeis up. Senator Green. 

Senator Green. No questions. 

Senator Dove.as. Senator Bennett. 

Senator Bennett. I should like to revert to this question of the 
operations of the Mexican Government. Does the Mexican Govern- 
ment attempt to make a profit by seigniorage or any other device of 
the Bank of Mexico on the silver it buys and sells? 

Mr. Wormser. Not being a monetary expert, Senator, I would not 
know whether it is true, but I should think they would make a 
seigniorage. 

Senator Bennett, I will state the question in another way... Does 
the Mexican Government buy and sell at the market, or do they buy 
at a price which gives them a profit, and then sell it at the market? 
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Mr. Wormser. I think I would have to refer you, for a specific and 
accurate answer, to the Treasury Department. I know the fineness 
of their subsidiary coinage is less than ours, so they must make a 
seigniorage on the coinage they maintain but I am not certain as to 
exactly how they do conduct their open market operations in silver. 

Senator Bennerr. Mr. Chairman, I will yield my second round 
time. I am interested in the question you are pursuing with respect 
to the lead-zine mines. 

Senator Doveias. May I ask what was the approximate United 
States production in value of lead and zinc in 1954? 

Mr. Wormser. I have it in tons, but I do not have it in dollars. 

Senator Dovetas. Can you check and see if my figure is approxi- 
mately correct when I say that the production of lead was approxi- 
mately 645 million pounds at a value of $86.3 million. If it would be 
easier to have your experts at the table, you may do so. 

Mr. Wormser. [ think it would be, if you do not object. 

Senator Bennurr. That is 645 million pounds and $86 million. 

Senator Dove.as. 645 million pounds and $86 million. 

Mr. Wormsesr. The easy way to do it, Mr. Chairman, is assuming 
that the domestic mine production in the United States was 352,000 
tons and the average price is 14 cents, multiplying the two together, 
of course, converting tons into pounds, will give you the figure. How 
that checks with your figures, Mr. Chairman, I do not know. 

Senator Dovetas. Do you have a figure in dollars? 

Mr. Gernan. Not that we can produce in a moment. 

Mr. Wormser. Let us figure it out now. 

Senator Dovetas. If it takes too much time to do it, will you put 
it in the record? 

Mr. Wermser. Yes, sir. 

Senator Dovetas. My figures show the production of zine was 
approximately 893 million pounds with a market value of $102.9 mil- 
lion. If this is not correct, will you correct it? 

Mr. Wormser. I think we can very easily check that. 

(The market value of zinc as given by Mr. Wormser was 
$98,560,000.) 

Senator Dovetas. The domestic production of silver in 1954 
amounted to 36 million ounces. Slightly less than half the silver 
derived from lead-zince ore. This would amount to something less 
than 18 million ounces. Since there was a 5 cents direct subsidy on 
each ounce the total value of the subsidy to the lead-zine industry, 
therefore, was something less than $900,000 last year. 

I would like to call attention to the fact that the production of these 
2 metals had a value of $189 million, so that this would be something 
less than one-half of 1 percent, that is, the direct subsidy, of the gross 
sales value of the lead and zinc. 

Mr. Wormser. Mr. Chairman, may I comment on that a moment? 

Senator Dove.as. Certainly. 

Mr. Wormser. I think one of the dangers in a generalization like 
that is the fact that the overall picture—— 

4 Senator Dovetas. It is not a generalization. It is a statement of 
act. f 

Mr. Wormser. In the statement of fact is that these mines all vary. 
So many have a high silver content and no lead, and many have a high 
silver content and no zinc, and vice versa. It may very well be that 
there are a lot of western mines that have a high silver content—— 
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Senator Dovueuas. Is it not true mines in the Joplin area have no 
silver content? 

Mr. Wormser. That is generally true in the Joplin area. 

Senator Dovucias. The amount of so-called eastern zinc and lead 
is approximately one-half of the total of the country? 

Mr. Wormssr. That is about roughly correct. 

Senator Doveuas. So that the Joplin area and other so-called lead- 
zine mines have received no subsidy? 

Mr. Wormser. That is true, in that category. 

Senator Dovetas. Do you think it would be interesting to have 
subsidies for the lead-zinc industry? Here is a system which pays 
subsidies for over half the industry and leaves out the Joplin-eastern 
area. 

Mr. Wormser. I think you can say in the Missouri area, for 
example, they have subsidies 

Senator Doveias. You speak of Missouri as distinct from Joplin. 

Mr. Wormser. Yes, sir; because the lead deposits are in the south- 
eastern part of the State whereas Joplin is southwestern. That is 
zinc, 

Senator Douetas. You are speaking of lead now, and not zine. 

Mr. Wormser. I thought you said lead and zine together, and 
referred to both. 

Senator Dovetas. Is it not true that there is virtually no subsidy 
on silver made as far as the lead and zine deposits are concerned? 

Mr. Wormser. I think over 400,000 ounces of silver came out of 
the lead deposits last year. 

Senator Doveias. That was 1 percent of the total output of silver. 

Mr. Wormser. It would be small. 

Senator Dovetas. So in effect my statement is correct. There is 
either no subsidy or virtually no subsidy on the lead and zinc mines 
of Missouri and the eastern area, and they produce about half of the 
lead and zine. 

Mr. Wormser,. That is right. 

Senator Dove.as. If you believe that this industry should get a 
subsidy how will you provide them with a subsidy? Is it not unfair 
only the western zine gets a subsidy through its silver content, whereas 
Missouri is left out in the cold? Are you advocating a direct subsidy 
on M jenvars lead and zinc to compensate for the failure to get a silver 
subsidy? 

Mr. Wormser. I do not quite gather it. Perhaps I do not under- 
stand your question. But are you referring to an advocacy of a 
subsidy for lead and zinc? 

Senator Dove.as. I am pointing out silver gets a direct subsidy of 
5 cents an ounce in addition to any indirect subsidy. Therefore the 
lead and zine mines which have silver get a subsidy through the silver 
which they contain in their ores, but the lead and zinc mines which 
do not have silver do not get a subsidy. 

Mr. Wormsesr. That is correct. 

Senator Doucias. Since you are expressing your solicitude for 
lead and zine, I am pointing out you really so far are only helping 
one-half of the lead and zine industry and leaving out in the mee or 
perhaps in the rain, I should say, in terms of the Missouri climate, 
the other half of the industry. 

Mr. Wormser. That is true. 
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Senator Dovetas. I want to know whether it is quite fair. 

Mr. Wormser. It is difficult to arrange any system, sir, I believe, 
for the mining industry, because of the complexity of the operation 
and the varying tenor of the ore, which would not cause inequities 
some place or another. 

Senator Dovetas. Do you think this calls for a direct subsidy to 
the Missouri lead and zinc industry to compensate for their failure to 
get a silver subsidy? 

Mr. Wormssr. I could not agree with that. No, sir. 

Senator Dove.as. Then your proposal is to confine your benefits 
to the western branch of the lead and zinc industry? 

Mr. Wormssr. Because of its importance in the lead and zine and 
copper economy. 

Senator Dovetas. I put into the record the earnings figures of the 
big copper companies which produced silver. I have figures on the 
earnings of some of the big zinc and lead companies. Take the New 
Jersey Zinc Co., for example. It had net earnings of over $3 million 
in 1954 and received a subsidy of $82,000. 

United States Smelting, Refining & Mining Co., showed a net in- 
come of $1.9 million, and received $64,000 in direct subsidy. 

Bunker Hill is a lead and zinc company, is it not? 

Mr. Wormssr. That is right. 

Senator Dovetas. It showed a $2.4 million profit last year and its 
subsidy amounted to $126,000. 

The American Smelting & Refining Co. profit was over $21 million, 
and their direct subsidy was $82,000. 

St. Joseph Lead Co. earned $7,500,000 net and its silver subsidy 
was $23,000. 

Do these figures support the Interior Department’s statement that 
the repeal of 5.1427 would inflict substantial injury? 

Mr. Wormssr: I believe, sir, those figures you have include foreign 
operations. I do not think they are confined 

Senator Doveias. You mean the earnings figures? 

Mr. Wormser. Yes, sir. And I think they would have to be di- 
voreed from that. 

Senator Dove.as. Is it your contention that a large share of the 
earnings of these companies is made on the foreign rather than the 
domestic business? 

Mr. WormseEr. Yes, sir. 

Senator Dovctas. Have you had a great deal of experience in the 
industry? Would you be able to state what proportion of their earn- 
ings rene from their foreign business? 

r. WormsER. We have no way of ascertaining that, sir. 

Senator Dovetas. Could you say what proportion of the earnings 
of United States Smelting, Refining & Mining Co. comes from foreign 
business? 

Mr. Wormser. I do not know, sir. I do not know whether it is 
indicated in their annual reports or not. 

Senator Dovetas. My time is up, but I would just like to finish 
this question. 

Could you tell what proportion of the earnings of the American 
Smelting & penne Co.’s profits come from foreign business? 

r. WORMSER. fg ree we sp I would say. 

Senator Douctas. My time is up. 
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Senator Bennett? 

Senator Bennett. The Senator from Utah has been interested in 
the questions of his colleague which began by adding all the work and 
percentages on the gross totals. Does the Secretary believe that 
these figures might conceal the difficulties of individual operators? 
We cannot assume that the average figures developed here are accurate 
for the whole industry. That has already been made evident. I 
wonder if you would reiterate that position that if we take the good 
fortune of the American Smelting & Refining Co., for instance, we 
cannot assume that every lead and zinc mine east or west can count 
on the similar percentage subsidy? 

Mr. Wormser. Precisely, because as I said a moment ago, all mines 
are different in the quality and character of their ores. Some may be 
rich in silver and some may be low; and the benefit they derive from 
silver or lead or zinc or copper production would depend on the amount 
they have of these metals, and also the state of the market for each 
one. It may quite well be the situation at some time that the lead 
and zinc markets are disappointing whereas the high price for silver 
would be an offsetting influence and make it possible for these 
properties to operate, and vice versa. 

“Senator Bennerr. As a matter of fact, the current price of silver 
has no subsidy, on the basis of the figures. 

Mr. Wormser. I think that was borne out by the testimony this 
morning that the price of silver on the open market and the Treasury 
price are virtually the same. 

Senator Bennerr. Are the lead-zine mines in the Missouri-Joplin 
area able to operate at a profit under present market conditions with- 
out some Government help? Is there not in fact a Government pro- 
gram now operating one of whose purposes it is to give practical help 
to the lead-zine mining industry? 

Mr. Wormssr. Yes, Senator; I think that is very true. If it were 
not for the stockpiling program on lead and zine that is now under 
way I think that both of these great areas would be in difficulties. 

Senator Bennett. While the stockpiling program does not involve 
the same problem that the silver purchase program involves, its net 
value to the industry is approximately the same? 

Mr. Wormser. Yes, sir. 

Senator Bennett. In fact the industry, at least the western part 
of it, has needed the stockpiling program in spite of the fact that it 
has enjoyed whatever value may have come to it from the silver- 
purchase program? 

Mr. Wormssr. That is right. 

Senator Bennerr. And probably will continue to need it for a long 
time, unless and until some other program is developed to provide 
stability to it. 

Senator Dovatas. Is the Senator from Utah saying that the West- 
ern mines need it or that they wanted it? 

Senator Benner. I think when the witnesses who will present 
the point of view of the Western mines come before you we can 
demonstrate that they need it just as much as the fluorspar indus- 
try of Illinois needs it. I think I have no further questions. No, I 
have no further questions at this time. 

Senator Dove.ias. Mr. Wormser, I have a statement in my hand 
which you apparently made before the Senate Committee on Interior 
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and Insular Affairs on June 30, 1955, testifying on S. 2046, in the 
course of which you say on page 3 [reading]: 

The market is an automatic regulAtor of both production and consumption 
and performs this important function far better than any artificial system that is 
devised, 

Mr. Wormser. Yes. I remember that. 

Senator Dovetas. Do you still believe it? 

Mr. Wormser. Yes. 

Senator Doveias. Why does that not apply to silver as well as 
lead and zinc? 

Mr. Wormser. It might apply to all commodities which have some 
sort of Government assistance. The congressional decision on agri- 
culture and various mineral commodities is to give assistance. You 
cannot escape the fact that there is Government intervention in all 
of these markets. 

Senator Dovetas. What puzzles me, Mr. Wormeer, is that on June 
30 you testified on behalf of a free market system of prices for these 
other metals but now you are testifying in favor of the support price 
of 90.5 cents for silver. Why should not the price of silver be deter- 
mined in the open market? which you said is— 
an automatic regulator of both production and consumption and performs this 
important function far better than any artificial system thus far devised. 

Why do you favor the ‘‘natural’’ price system for these other metals 
but favor an artificial system of pegged minimum prices for silver? 
I am a little bit puzzled about that, Mr. Wormser. 

Mr. Wormssr. Well, Senator, you have lifted the sentence out of 
my statement. If the statement were read completely you would see 
I was driving at the fact that this proposed legislation attempted to 
set a price of 15% or 16 cents for zine and it was quite obvious to me a 
price that high might destroy the diecasting market of the zinc people. 
It would have most unfortunate repercussions. And I felt even 
though well intended, the legislation was not sound on that basis. 

Senator Dovuauas. A price of 90.5 cents for silver shuts off some of 
the market for silver, decreases the number of knives and forks that 
impecunious grooms can buy for their brides, diminishes the number 
of pins that high school graduating classes can purchase, decreases the 
amount of photographic film ah photographic companies can buy, 
and so forth, Any price that is higher than the market price shuts 
off consumption. 

Of course, it is true, as the Senator from Utah said, the lower price 
reduces production. No one denies that. 

But your contention was that this natural adjustment of supply 
and demand produced a better equilibrium than an artificially pegg 
price. I’m curious why you do not give this application to a 

Mr. Wormser. Well, I think, Senator, my answer to that would 
be that that was a theoretical conception which I believed to be 
sound in the operations of a free market. But we have to be real- 
istic. There are no free markets in the United States that I know of 
except perhaps a few items, but, by and large, there is Government 
intervention in markets right and left, and there is intervention in the 
silver market, the lead market, the zinc market, and so forth. - | 

Senator Dovetas. Everybody is doing it so silver might as well get 
in under the tent? 
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Mr. Wormser. Precisely. 

Senator Doua.tas. Well, silver was one of the first under the tent 
and it was the example of the silver and certain other commodity pro- 
tective tariffs, for instance, fostered by your party, which led agricul- 
ture and others to want to get in under the tent. You started the 
bad example. 

Mr. WormseEr. Well, I think the 

Senator Dovauas. Being the first to sin, should you not be the first 
to reform? 

Mr. Wormser. Well, I think the tariff, sir, goes back to our early 
history. 

Senator Douetas. It goes back to the Whig Party. 

Mr. Wormser. I do not know whether the Republicans are respon- 
sible for that. 

Senator Dovuctas. Yes; the Whig Party was largely responsible for 
it. The Whig Party is the historical father of the Republican Party. 

I invite you to ponder on that, Mr. Wormser, and I hope that your 
belief in the superiority of the free market may be extended to silver. 

Mr. Wormser. I am perfectly willing to have a free market operate 
in silver if it operates in the consuming end too. The consuming end 
is very highly protected too. If we are going to destroy it for the 
silver miners, let’s destroy it for the fabricators. 

Senator Dovetas. It would not hurt the Senator from Illinois the 
slightest bit if the Assistant Secretary would advocate a bill to re- 
move the tariff on processed silver. In fact, I pledge you I would be 
very glad to introduce it, as I have sponsored Senator Green’s bill. 
So I will await with interest the draft of the bill which you send down, 
and if you judge me worthy I shall be glad to move to take off the 
tariff on all forms of silver imported into the country. I await with 
interest the draft of the legislation which you will send down, but 
conditioned on the passing of Senator Green’s bill. 

Senator Bennett. Well, the Senator from Utah can observe that 
the sponsors of this bill can attach a rider to the bill repealing the 
tariff. They do not need to wait for anybody else to act. 

Senator Dovetas. Well, that would transfer the jurisdiction from 
the Committee on Banking and Currency to the Committee on Fi- 
nance, and for various reasons we are not anxious to do that. 

Senator Bennett. Have we reached a point where time is of no 
concern or—— 

Senator Douaeuas. I have not exhausted my 10 minutes, but I 
wish to be kind to the Senator from Utah. I will be very glad to 
yield some of my time to him. 

Senator Bennett. The Senator from Utah just has 1 or 2 observa- 
tions. I am sure the present witness cannot answer them, but I am 
sure there will be witnesses before we get through who can. 

I think it would be interesting to follow the same kind of reason- 
ing that the Senator from Illinois has followed with respect to the 
silver miner and apply it to the silver fabricator. Let’s calculate the 
dollar subsidy that is represented by the various tariff levels and com- 
pare that with the income of the large silver fabricators and see what 
kind - a comparative set of figures we get. I think we will be sur- 

rised. 
I am also interested in the amount, the actual amount, of silver 
that is plated on a set of plated ware, and let’s calculate the effect of 
a 5-cent-per-ounce difference in that situation on a high school pin or 
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a typical roll of film. I think in this case we are talking again about 
de minimis. I do not think a 5-cent difference in the price of an ounce 
of —e spread over a place setting of plated silver will represent very 
much. 

Then I am also going to be interested in finding out how definitely 
the price structure of the fabricating industry has reflected the fluetu- 
ations in the price of the metal. think we will discover that their 
prices have moved without any relation to the change in the price of 
metal itself. 

So 1 think we have got an interesting contest here between the 
miner and the man who buys his product, and I think if there is any 
subsidy involved, and if we can compare the two of them, we will 
find that our friends, the fabricators, have had by far the best of it. 
It will be interesting, as I say, to follow the same line of reasoning 
with respect to the silver fabricators that has been followed with re- 
spect to the producers. 

That ts a little bit of aspeech. I have no further comment to make 
until the witnesses for the industry get before us. 

Senator Dovetas. The Senator from Utah has access to the minor- 
ity members of the staff, and, of course, I hope they will make 
accessible to him these computations. If this is not adequate clerical 
staff or if his own staff is not sufficient, we will be very glad to put at 
his disposal such other facilities as he may desire to work these out. 

The chairman has two comments to make about the remarks of the 
Senator from Utah. The first is that the amount of the subsidy paid 
to the producers of silver is not fully measured by the difference 
between the market price and the bid price, because that is the direct 
subsidy. There should also be included in this the fact that the Gov- 
ernment purchases of some 35 million ounces of silver, or roughly 
one-sixth of the world supply, take off the commercial market that 
amount and thereby maintain the commercial price of silver at a 
higher figure than would otherwise be the case. Assuming that the 
elasticity of demand for silver is equal to unity, 1.0, which is probably 
the easiest assumption to make, that would mean that it would main- 
tain the price of silver at a level one-sixth higher than would be the 
case if no purchases were made and at about one-eighth higher than if 
only subsidiary silver coinage were taken. This would mean a main- 
tenance price of something like 10 cents an ounce or more higher than 
would be the case if 25 or 35 million ounces of silver were not purchased. 

So this factor also needs to be taken into account. 

Secondly, the Senator from Illinois would observe that this is not 
solely a question between silver producers and silver consumers. It 
also involves the question of the Treasury, as to whether we cannot 
get more revenue by using Federal Reserve notes for $1 and $2 bills 
rather than silver certificates. It involves the question of monetary 
policy as well. To make this a pure brute struggle, as the Senator 
from Utah has attempted to do, Sewees the Western States, which 
have great influence in the Senate, and the silver-using States in the 
East, which have very little influence in the Senate, is malformation 
of the issues which are involved. 

Senator Bunnert. I can agree with some of the things the Senator 
has said. I cannot agree with his analysis of the relative influence of 
the New England States as compared with the sparsely settled 
western mining States. 
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Senator Dovetas. Eight States with a population of a little over 
5 million people have 16 Senators, equal in number to those from the 
8 larger States with population well over 60 million. 

Senator Bennett. Unfortunately, this bill cannot be handled by 
the Senate alone. When it gets over on the House side, the situation 
reverses. 

Senator Dovetas. But the ability of the Western Senators to 
block action in the Senate would prevent any action from being 
taken. I think the round robin of the 30 western Senators is a pretty 
clear indication of what they intend to do. I think it is well that the 
East and the Middlewest should know what we are up against in this 
matter. 

Senator Bennett. Well, I have never found the Middlewest with- 
out a spokesman as long as the Senator from Illinois was available. 

Senator Dovueias. We have a spokesman but not votes. 

Senator Bennett. Going back to the other question that the 
Senator raised, the practical question of the opportunity of the 
minority, specifically the Senator from Utah, to have access to the 
material that has been prepared for these hearings, I wonder if as a 
matter of practical fact the material that the Senator from Illinois 
considers to be basic could not be provided without the situation in 
which I must go in every case and ask for a certain specific piece. 

Senator Dovue.as. We will be very glad to have sets made up for 


the Senator from Utah. I hope in turn the Senator from Utah will 
confide to the Senator from Illinois the information he is obtaining 
from private sources. 

Senator Bennett. The Senator will be very happy to do that. 
Thus far he has not been able to gather anything compared to the 


mass of material which the Senator from Illinois with the assistance 
of the Library of Congress has been able to put together. 

Senator Doveuas. The services of the Library of Congress are 
available to all Senators of both political parties on equal terms. 

Senator Bennerr. No comment on that one. 

Senator Dove.as. It is the truth. 

Mr. Wormser, we appreciate your coming here very much. 

Mr. Wormser. Thank you, sir. It is a pleasure. 

(The following tables, containing information requested by the 
committee, were submitted for the record by Mr. Wormser:) 


United States mine production of principal metals, 1950-54 
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Silver: United States and world production, United States consumption, and United 
States coinage, 1933-53 
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Mine production of silver in the United States, 1952 and 1953, by States 
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Senator Dovetas. The next witness is Mr. Director of the Depart- 
ment of Commerce. 


STATEMENT OF HERMAN B. DIRECTOR, STAFF ADVISER ON 
STOCKPILING AND CONSERVATION, BUSINESS AND DEFENSE 
SERVICES ADMINISTRATION, DEPARTMENT OF COMMERCE 


Mr. Director. I am here representing the Department of Com- 
merce. On May 23, 1955, the Department submitted to the Senate 
Committee on Banking and Currency a report on S. 1427. TI should 
like to have the subcommittee make that report a part of the record 
and consider my statement as a supplement to that letter. (See 
p. 7.) 

The Department of Commerce has no direct statutory responsi- 
bility with respect to the Silver Purchase Act of 1934 and subsequent 
related legislation. 

Under the Defense Production Act of 1950, we do have certain 
delegated functions in connection. with industrial applications of silver 
and would under this act direct the utilization of silver in industry 
should an emergency arise. The exercise of the priorities powers with 
respect to silver under the Defense Production Act was not necessary 
during the Korean emergency although silver was allocated for indus- 
trial use during World War LI. 

As part of our readiness program we maintain an active interest in 
and keep ourselves informed with respect to the consumption of silver 
in industrial processes, many of which we consider vital to our national 
defense. 

Attached hereto is a series of nine charts. The principal industrial 
uses of silver for the period 1946 through 1954 with an estimate for the 
year 1955 are shown in charts 1-6. These statistics were derived from 
secondary sources, principally the American Bureau of Metal Statistics. 
The Government does not collect information on industrial uses of 
silver directly. Chart No.‘7 compares the movement of the Federal 
Reserve Board index of industrial production, 1946—55, with the total 
use of silver in industry. Chart No. 8 shows the United States 
Treasury and world market prices of silver during the same period, 
and chart No. 9 the supply of silver for industrial purposes. 

The principal industrial uses of silver during the 10-year period 
covered were in the manufacture of: (1) sterling ware, plated ware and 
jewelry, 52 percent; (2) silver nitrate, primarily for the photographic 
industry but also for pharmaceuticals, 31 percent; (3) brazing and 
soldering compounds to increase mechanical strength and corrosion 
resistance in metal joints and tubing, metal alloys for aircraft, auto- 
motive and diesel engine bearings, special purpose electrical contacts 
for electrical equipment, electronics and other uses, 17 percent. 
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Silver for industrial use comes almost entirely from imports and 
secondary supplies because the Treasury, in compliance with the silver 
purchase laws, is purchasing the entire domestic production of newly- 
mined silver. These supplies appear to have been adequate to meet 
industrial needs for the period covered. Industrial demand for silver 
appears to follow the general level of industrial production. 

Industrial demands for silver are affected by many factors, includi 
technology, supply and price as well as the general level of industria 
production. The effect of the proposed legislation on industrial con- 
sumption is therefore difficult to assess. 

Senator Douetas. Mr. Director, do I understand that the Depart- 
ment of Commerce takes no position on this legislation? 

Mr. Director. That is correct, sir. 

Senator Dovexas. Senator Bennett? 

Senator Bennett. No questions, 

Senator Doucias. No questions. Thank you. 

(The charts attached to Mr. Director’s statement are as follows:) 


Uses of silver in the United States, 1946-55 
[Millions of fine troy ounces] 


To 
Total, ex-coinage > 


1 1955 estimated. 

2 As reported by U. 8. Mint. 

+ U. 8. Bureau of Census data. 

4 Residual amounts. 

‘ As computed by Handy and Harman. 


Source: American Bureau of Metal Statistics, except 1954 data and 1955 estimates obtained from silver 
consuming industry. 
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SILVER USES, PRICES 
AND INDUSTRIAL SUPPLY 
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Senator Dovetas. On July 11, 1955, I gave notice that all those 
desiring to testify on S. 1427 should notify the clerk on or before the 
close of business today. Subsequently, it was agreed between myself 
and the Senator from Utah that hearings would proceed during this 
session of Congress, during which time Government witnesses and 
proponents of the bill would be heard. Opponents of the bill will be 
heard early in the next session of Congress. A reasonable period of 
time will be allowed for such testimony. The Senator from Utah 
has agreed to undertake the arrangement for presenting this testi- 
mony. Proponents of the legislation may, however, also be asked to 
testify at that time. 

For this reason, the deadline established by my notice of July 11 
will not be enforced. The heari will not be closed today as was 
intimated in press dispatch, and the next hearings will be held next 
Monday. 

The final witness is Mr. Lester V. Chandler, Princeton University. 

Mr. Chandler, will you come forward? 

Mr. Chandler, I wonder if we might qualify you. To begin, 
you are professor of economics at Princeton University? 


STATEMENT OF LESTER V. CHANDLER, PROFESSOR OF ECONOMICS, 
PRINCETON UNIVERSITY 


Mr. CHANDLER. That is true. 

Senator Doveias. The chairman of the department of economics 
at Princeton? 

Mr. Cuanbier. That is true. 

Senator Dove.as. In 1950 you served as consulting expert to the 
Joint Committee on the Economic Report? 

Mr. Cuanpuer. That is true. 

Senator Doveras. You have no financial interest in any silver- 
using company? 

r. CHANDLER, I have not. 

Senator Dovetas. You have no interest in any silver mine? 

Mr. CHanpier. No. 

Senator Dove.as. Or do not own stock in any company processing 
silver? 

Mr. Cuanvter. I do not. 

Senator Dovetas. Thank you very much. 

Mr. Cuanpuer. Thank you. 

In identifying myself as professor of economics at Princeton, I 
want to make it clear that any statements that I make here are on 
my own personal responsibility as an economist specializing in the 
field of money and finance. y do not in any way imply either 
agreement or disagreement by Princeton University or any other 
group with which I am associated. 

In the following statement I shall deal almost exclusively with the 
monetary aspects of the silver purchase program. I do not claim 
competence to discuss the economies of silver mining and refining or 
the economics of those industries that use silver as a raw material. 

From the monetary point of view the silver purchase program is 
unnecessary, uneconomical and sometimes undesirable in its effects. 
Repeal of the silver purchase acts would make our monetary system 
more economical without in any way detracting from its soundness. 
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If the silver purchase acts are repealed, silver will still play a useful 
role in our monetary system as the major component of our coins. 
We could not get along without our dimes, quarters, and half dollars, 
and people in some sections would be disappointed if dollar coins were 
unavailable. 

Senator Dovetas. We still have 250 million silver dollars in the 
mints which could be used to meet any added demand from the 
Western States for the silver cartwheel? Is that true? 

Mr. CuanpuEr. That is quite true. There is a reserve of silver 
dollars. And, of course, the silver certificates could be turned in to 
get more silver dollars if necessary. 

Everyone would favor continuing to mint these coins in the amounts 
required for the convenience of trade. It would, of course, be pos- 
sible to make these coins of cheaper materials. However, the superior 
quality of silver in terms of beauty, noncorrosiveness, and “‘feel’’ 
probably justifies the extra cost of using silver in these coins. I 
would propose no change in our existing coins. 

What cannot be justified from a monetary point of view is the 
continued purchase of silver in order to increase the outstanding 
volume of that particular type of paper money which we call silver 
certificates. Our experience shows clearly that paper money does not 
need to be backed by the specific pledge of silver or any other com- 
modity in order to be universally acceptable and to perform its 
monetary functions satisfactorily. In fact, there is no evidence that 
the people of the United States have any higher regard for silver 
certificates than they have for our other types of paper money. 
While silver certificates now total less than $2.5 billion, we have 
more than $25 billion of Federal Reserve notes and greenbacks in 
circulation. Neither Federal Reserve notes nor greenbacks are 
secured by a specific pledge of silver or any other metal, yet they are 
accepted without question, and I know of no instance in which people 
have expressed a preference for silver certificates as against these 
other types of paper money which make up more than 90 percent of 
our currency. 

Senator Dodoiins: Mr. Chandler, you were here at the early part 
of the session when I described my experience with the representative 
of the Secretary of the Treasury and the Chairman of the Federal 
Reserve Board in presenting the $20 Reserve note to each of them for 
redemption. Have you noticed any greater demand for redemption 
of Federal Reserve notes than of silver certificates? 

Mr. Cuanpter. I have noted none at all. 

Senator Dovetas. In other words, the Federal Reserve note is 
accepted just as much as a silver certificate? 

Mr. Cuanpter. Yes; and I doubt very much if very many of the 
receivers notice the difference in the labels on the different kinds of 
money. 

Senator Doveras. You will notice that the Chairman of the 
Federal Reserve Board redeemed the Federal Reserve note in other 
Federal Reserve notes. 

Mr. CuanpuEr. Yes. I believe he has a legal right to redeem one 
kind of money in any other kind of money he wishes or in denomina- 
tions of the same kind of money. 

Senator Dovenas. If I had presented a $10 bill to him, he could 
— — that in 2 Federal Reserve notes of $5 each, could 

e not 
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Mr. Cuanpuer. Yes, sir. And, as a matter of fact, this is probably 
what would happen in most instances. 

We need not buy any more silver nor issue any more silver certifi- 
cates in order to have an adequate supply of paper currency for years 
to come. It is true, of course, that under existing laws the Treasury 
has no authority to issue more United States notes—usually called 

reenbacks—and that the Federal Reserve is not empowered to issue 

‘ederal Reserve notes in denominations below $5. Yet, without any 
change in existing legislation and without any further purchases of 
silver for the purpose, we can greatly increase the total supply of 
$1 and $2 bills if that is required by expanding trade. 

At the present time, the outstanding volume of silver certificates 
and greenbacks in denominations of $5 and above totals about $1,200 
million. It is quite feasible to replace these larger denominations of 
silver certificates and greenbacks with Federal Reserve notes, thereby 
freeing about $1,200 million of silver certificates and greenbacks to be 
converted into the $1 and $2 denominations. Since the aggregate of 
$1 and $2 bills now in circulation is only about $1,200 million, the 
additional $1,200 million of silver certificates and greenbacks freed in 
this way should be adequate to meet any foreseeable increase in the 
need for $1 and $2 bills. 

Senator Douc.as. This is a very important point you just made, 
Mr. Chandler. What you are saying is that the silver certificates 
should be withdrawn completely from the $5 and $10 field? 

Mr. Cuanpuur. Well, as a matter of fact, some of them are in 
denominations above $10. 

Senator Dovetas. Well, withdrawn from all denominations $5 and 
above? That this field should be confined entirely to Federal Reserve 
notes and that the amount of silver and greenbacks thus withdrawn 
could then be used to fill the need for $1 and $2 bills? 

Mr. Cuanpier. That could be done very easily. 

Senator Doucias. Would you say that no ion in legislation 
empowering the Federal Reserve to issue $1 and $2 bills would be 
immediately necessary? 

Mr. CHannter. It would not. 

Senator Dova.as. I am very glad to have this testimony because 
the Chairman of the Federal Reserve Board, Mr. Martin, conveyed a 
different impression when he testified last Monday. 

Mr. Cuanpter. Silver certificates are an uneconomical form of 
paper money. For every dollar of silver certificates outstanding, 
there must lie idle in Treasury vaults 371% grains of silver—silver that 
cannot be used for industrial, artistic, or other purposes. To put the 
same thing another way, men work hard and use up capital goods and 
other supplies in order to mine and refine silver that adds nothing to 
the soundness of our monetary system, and the silver so used is not 
available for other purposes. The same amount of paper money 
could be supplied by the Federal Reserve at far lower cost to the 
economy. ready possessing huge excess reserves in the form of 
gold certificates, the Federal Reserve banks do not need further gold 
certificate reserves in order to expand their issue of Federal Reserve 
notes if there is a need for more currency. To issue more Federal 
Reserve notes, the Reserve banks need only pledge an equal amount 
of already existing United States Government securities. This uses 
up far less labor and other productive factors. 
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It is to be emphasized that the real loss to the economy is in employ- 
ing a type of paper money whose issue requires more economic 
resources instead of an equally satisfactory type of paper money that 
is cheaper in real terms. However, some part of the diseconomy of 
using silver certificates instead of a less expensive type of paper money 
is reflected in Treasury finances. 

The Treasury loses money, in the sense of being worse off than it 
would be if the same amount of a less expensive currency were issued. 

Of course, the Treasury makes a seigniorage profit on its silver 
purchases. For every ounce of silver it buys at 90.5 cents, the 
Treasury can issue $1.29 in silver certificates, thereby making a 
seigniorage profit of 38.5 cents an ounce. But the Treasury would be 
better off financially if it or the Federal Reserve issued the same 
amount of paper money of an inexpensive type. 

To clarify this point, let us use an example. Suppose that trade 
requires the issuance of an additional $1 million of paper currency. 
The only question is whether the currency shall be silver certificates 
or Federal Reserve notes. To issue $1 million of silver certificates, 
the Treasury would have to buy 775,193 ounces of silver—775,193 
ounces times $1.29 per ounce equals $1 million. At 90.5 cents an 
ounce, the silver would cost the Treasury $701,550. The Treasury’s 
profit would be the difference between the $1 million of silver cer- 
tificates issued and the $701,550 cost of the silver, or $298,450. The 
Treasury could use this $298,450 to retire debt, and thus save interest. 

Suppose, however, that instead of supplying the million dollars of 
currency by issuing silver certificates, the same amount was supplied 
by issuing Federal Reserve notes. The Federal Reserve banks could 
buy $1 million of United States Government securities from private 
holders, pledge these securities, and issue $1 million of Federal Reserve 
notes. As a result, private holders would now hold $1 million less of 
Treasury securities and would no longer collect interest on that amount 
from the Treasury. Instead the Treasury would pay the interest to 
the Federal Reserve. But the Federal Reserve pays to the Treasury 
90 percent of its net profits in excess of its requirements for dividend 
payments. And since the purchase of securities and issue of addi- 
tional Federal Reserve notes would not at all increase the dividend 
requirements of the Federal Reserve and would increase Federal 
Reserve expenses only slightly, the Treasury would receive back 
about 90 percent of the interest it paid to the Federal Reserve on the 
$1 million of securities. 

In short, if the Treasury supplied the extra $1 million of paper 
money by issuing silver certificates, it would save interest on about 
$298,450 of debt. But if the currency were supplied by the issuance 
of Federal Reserve notes, the Treasury would save about 90 percent 
of the interest on $1 million of debt. it is clear, therefore, the Treas- 
ury’s financial position would be improved by the use of paper cur- 
rencies that are less expensive than silver certificates. 

The silver purchase program is also subject to criticism because the 
issue of this type of money may not contribute to a sound and flexible 
monetary policy. The Treasury cannot control the amount of silver 
that it purchases under this program; it must buy all the newly mined 
domestic silver offered to it at the statutory price of 90.5 cents an 
ounce. In practice, the program is continuously expansionary; 
during inflation as well as under other conditions the Treasury must 
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issue new money to pay for the silver. Of course, the amounts 
involved are so small—now averaging only about $35 million a year— 
that the Federal Reserve can cally counteract any undesired expan- 
sionary effects flowing from silver purchases. It can do this by 
selling Government securities or by reducing its other earning assets. 
But to the extent that it does do this, the Federal Reserve tends to 
lower its own net profits and to reduce its payments to the Treasury. 
Thus, though it is quite true that any undesired expansionary effects 
of silver purchases can be offset by other monetary policies, this is 
likely to entail some financial costs to the Federal Reserve and the 
Treasury. 

The silver purchase program serves no useful purpose in our inter- 
national monetary relationships. As an international reserve to meet 
possible adverse balances of payments in the future, our monetary 
gold stock appears to be at least adequate and requires no metallic 
supplement. I know of no country that would refuse gold in pay- 
ment and would prefer silver to settle international balances. 

Thus, I conclude that the silver purchase program serves no purpose 
in our monetary system, either domestic or internationally, that 
could not be served more economically and at least as satisfactorily 
by other types of currency. If the program is to be justified at all, 
it must be on other than monetary grounds. Some have sought to 
justify it as a stockpiling device, arguing that the silver held as backing 
for silver certificates can be called into industrial use during war or 
other emergency periods. As a stockpiling device, the silver purchase 
program is seriously deficient in at least three respects. 

In the first place, there is no reason to believe that the silver pur- 
chase program will lead to the accumulation of appropriate amounts 
of silver for stockpile purposes. A rational stockpiling program, based 
on estimates of future emergency needs, might counsel no purchases 
at all or much greater purchases of silver. 

In the second place, it has sometimes proved politically difficult 
to withdraw silver from monetary use to be employed in industry 
without acceding to legislation requiring future replacement by the 
Government. 

And in the third place, the method of financing silver purchases— 
the issue of new money to pay for the silver—involves a dangerous 
principle. It is frightening to contemplate the possible results duri 
periods of inflation if the stockpiling of copper, tin, aluminum, an 
other strategic materials were financed by the creation of new money. 

Senator Dovetas. Lead and zinc too? 

Mr. CHANDLER. From a theoretical point of view it would be 
perfectly possible to finance all stockpiling purchases by the issuance 
of new money, in effect, to put the metals in a stockpile and issue 
lead, zinc, copper, or aluminum certificates against them, which would, 
of course, be expansionary and, under certain conditions, inflationary. 
But from a theoretical point of view there is no limitation. 

Senator Doveias. We may hear that advocated in the future. 

Mr. CHanpuier. Well, there was a time in the early days of the 
Federal Reserve System when it was suggested there should be issued 
cotton certificates—in effect, to issue new money against the deposits 
of cotton in warehouses. 

The silver purchase policy is also deficient if viewed as a subsid 
program. In the first place, it takes no account of the cost and profit 
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positions either of the industry as a whole or of individual producers. 
Under the present program, producers would continue to receive the 
statutory price of 90.5 cents whether they were operating with serious 
losses, with only normal profits, or with profits far above those of other 
industries. In the second place, this subsidy program tends to injure 
rather than assist consumers of the product. Under many, if not 
most, subsidy programs it is assumed that consumers will benefit to 
some extent by being able to buy the subsidized product at a lower 
price than would otherwise rule in the market. But in this case the 
overall effect of the program is to raise the price of silver to consumers. 
This is because most of the subsidized product—the newly mined 
domestic silver—is locked up in the Treasury, does not come into the 
market for sale, and by curtailing market supply tends to raise prices. 

In summary, the present silver purchase policy seems to me to be 
undesirable. From a monetary point of view it is unnecessary and 
uneconomical. For stockpiling and subsidy purposes, it is defective. 
It may well be that the silver mining industry merits public assistance 
of some sort. On this I have no opinion. But if the industry can 
show that it merits a Government subsidy or other financial assist- 
ance, it should be possible to devise an assistance program that would 
be less wasteful than the silver purchase program now in effect. 

Senator Doveras. Thank you very much, Mr. Chandler. 

Mr. Chandler, how representative do you think your view is among 
economists that the silver purchase program is both unnecessary and 
uneconomical? 

Mr. Cuanpier. I have not made any poll on this subject, but my 
impression is that practically all economists would feel as i do about it. 

The nearest I ever came to a poll was in sending out some question- 
naires to economists at the time of the investigation in 1949. The 
response was perhaps 15 percent of those to whom the questionnaires 
were sent. Ido not, however, remember any economist who expressed 
himself in favor of the silver purchase program. 

Senator Dove.as. Have you found any difference between the 
views of economists from the Western States and from the Eastern 
States? There seems to be a sharp difference of opinion between the 
Senators from the Western States and the Eastern States. Do you 
find any difference of opinion between the economists in these regions? 

Mr. Cuanpuer. Well, so far as I know, there is no split of opinion 
on that, but I would not want to pretend that I have talked to many 
western economists about it. 

Senator Dove.as. Maybe the western economist is somewhat more 
discreet in the expression of his opinions. Is that possible? 

Mr. Cuanpuer. That is possible. 

Senator Doveias. Do you d this problem as merely a clash 
between mining interests in the West and silver manufacturing users 
in the East? 

Mr. Cuanpuer. Of course, it is that in part, but I think it is more 
than that. It is also a question of having an economical monetary 
system, and it has the effect in substance of sharing what would 
ordinarily be the seigniorage profits of treasuries in the issuance of 
credit money with a mining industry, and so there is a question of the 
economy of the monetary system and the financial position of the 
Treasury as well as the clash between silver producers and users. 
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Senator Dovetas. Will you explain how the issuance of silver 
certificates is increasing bank reserves and becomes continuously 
expansionary? 

Mr. Cuanpuer. Well, in general, the process is as follows: Suppose 
the Treasury buys a million dollars’ worth of silver from silver pro- 
ducers. It would pay for the silver by writing a check on its deposit 
at the Federal Reserve bank. This check would then in the ordinary 
course of business be deposited with a commercial bank, and the de- 
positor, namely, the silver seller, would get an increase in his money 
supply of a million dollars. The bank in which the check was de- 
posited would then send the check to the Federal Reserve, which 
would subtract the million dollars from the Treasury account and add 
it to the member bank reserve account at the Federal Reserve, so at 
this stage we have the public’s money supply increased a million dol- 
lars and the member bank’s reserves increased a million dollars. 

Of course, the Treasury then replenishes its balance at the Federal 
Reserve by monetizing silver in the form of issuance of silver certifi- 
cates to an amount at least equal to the cost of the silver. 

Senator Dove.as. It has been testified that the seigniorage profit 
is now used primarily for the issuance of subsidiary comage. Could 
the Treasury use the seigniorage to retire debt? 

Mr. Cuanpuer. Yes, I know of no reason at all why it could not, 
All it would have to do would be to issue to the Federal Reserve 
additional silver certificates equal to the seigniorage and then write a 
check on any deposits so established to retire debt or to meet any 
other expenditure. 

Senator Dove.as. To the best of your knowledge has it done so in 
the past? 

Mr. Cuanpuer. I think it would be impossible to answer that 
question, because you cannot mark dollars as they pass through 
Treasury accounts. Once the certificates were deposited at the Fed- 
eral Reserve the dollar deposits so created would be merged with all 
other Treasury deposits. 

Senator Douvetas. I believe it was the testimony of the Assistant 
Director of the Mint that in the past seigniorage profits have been 
used not merely for subsidiary coinage but also for loans to other 
countries in the form of silver and also in a sale to the domestic mar- 
— but he did not mention, as I remember it, any retirement of the 
debt. 

Dr. Letanp Howarp. I did mention it had been monetized. I 
particularly remember that 300 million ounces of silver out of free 
silver were monetized. In other words, it was the second step— 
taken out of the free silver. I believe I mentioned that in my testi- 
mony. 

Senator Dovetas. Your point, Mr. Chandler, or one of your points, 
is that seigniorage upon Federal Reserve notes would be greater than 
the seigniorage upon silver? 

Mr. Cuanpuier. Well, in effect the seigniorage is equal to prac- 
tically the face amount of the notes. 

Senator Douctas. Minus the cost of printing? 

Mr. Cuanpb.er. Of course, if one wants to simplify the problem still 
further and if Congress wished to change the law, it would be perfectly 
feasible to provide for the issuance of additional United States notes 
to meet the need for $1 and $2 bills instead of either using silver cer- 
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tificates or replacing the high-denomination silver certificates with 
Federal Reserve notes. 

Senator Dovcias. You do not seem to be frightened at getting 
away from the metallic basis of our currency, do you? I throw upon 
the table these 20 silver dollars. Doesn’t that have a reassuring sound 
as they clink upon the table, give an air of confidence that those silver 
certificates will be redeemed? 

Mr. Cuanpier. Well, having been brought up in the Midwest and 
having earned my first money in the form of silver dollars, I have al- 
ways had a certain fondness for that particular coin, but I do not find 
it especiaily convenient for day-to-day transactions. 

We have, of course, a metallic base for ourmoney. We have nearly 
$22 billion worth of gold in this country, and it is rather difficult for 
me to imagine why we should need a greater metallic base than that. 

Senator Dove as. The gold is there but somewhat inaccessible? 

Mr. Cuanpuer. It is accessible for exports to meet adverse trade 
balances. 

Senator Dovcias. My time is up. 

Senator Bennett? 

Senator Bennett. I have only one or two points. As [ listened to 
the chairman’s questions when you were on page 3, at the top of page 3 
of your testimony, I assumed that the chairman felt that your testi- 
mony was in conflict with that of Chairman Martin of the Federal 
Reserve Board, and as I read it again I think there is no conflict. 

I think the Federal Reserve Board could not issue $1 or $2 bills 
without a change in the law. 

Mr. Cuannier. That is quite true. 

Senator Bennett. But your suggestion is perfectly feasible that 
the amount of $1 and $2 bills as silver certificates could be increased 
and the issuance of silver certificates in denominations above $5 should 
be discontinued. 

Mr. CuanvteEr. I did not advocate as of this moment they should 
necessarily be discontinued. I merely suggested that if there was a 
further need for $1 and $2 bills that that need could be met by a grad- 
ual retirement of those of $5 denomination and up. 

Senator Bennett. But without a change in the law we would still 
have to depend on the silver certificate to serve the $1 and $2 area of 
our paper? 

Mr. CuanpuEr. That is quite true, except, of course, that you 
could get more ones and twos by retiring fives and above. 

Senator Bennett. That is right, but I just wanted to clear up that 
little misinterpretation. 

Now, on page 5, referring to the amount of silver that is monetized 
as silver certificates, you say [reading]: 

Of course, the amounts involved are so small—now averaging only about $35 
million a year—that the Federal Reserve can easily counteract any undesired 
expansionary effects flowing from silver purchases. 

That was the testimony of Mr. Burgess and the testimony of 
Chairman Martin that from a practical point of view there is no 
direct, serious inflationary threat. Theoretically it is inflationary, 
with which I will agree, but practically its inflationary effect can be 
balanced off. 

Then I was interested also on page 7 where you suggest, in effect, 
in discussing the subsidy program |reading]: 
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Under the present program, producers would continue to receive the statutory 
price of 90.5 cents whether they were operating with serious losses, with only 
normal! profits, or with profits far above those of other industries. 

Is that not true of every kind of Federal program that is based on a 
subsidy? It is not true of the wheat program? The wheat producer 
is not asked to prove that he is operating at a loss before he can get a 
90-percent loan or a loan at least under our new law. Would you 
recommend to the Congress that we operate a subsidy program whose 
net effect would be to guarantee profits that we deny to the man who 
makes profits in his normal operation and reserve it only for the man 
who operates at a loss? 

Mr. Cuanpuier. I find it rather hard to justify in my own mind 
taking moneys out of the public purse to subsidize any industry if the 
market price would otherwise be high enough to make the industry 
healthy and to make it profitable. 

Senator Bennert. Well, now, we have still to discover how healthy 
the mining industry is even with the present assistance of the silver 
purchase program. That will be developed after the first of the year. 

You qualified your statement. Do you mean that there may be 
circumstances under which og are injured which might justify 
some kind of a subsidy program? 

Mr. CuanpuER. I am sorry. I did not get the first part of your 
question. 

Senator Bennerr. Do you feel that there may be circumstances 
with respect to injury to industries or all of whose members are 
injured that might justify some kind of a support or subsidy program? 

Mr, Cuanpuer. Oh, surely. I think there are lots of circumstances 
in which subsidy to industry i is involved. The only question I would 
ask in those cases would be: What are the social benefits that would 
flow from it? I think that where social benefits can be shown to flow 
one subsidy programs may well be justified on a showing of need and 
results. 

Senator Bunnerr. But when you come to measure social benefits, 
do you not have to balance off the benefits that come to the producer 
against the benefits or lack of them that may come to the consumer 
because the producer is also @ consumer. You cannot divide him 
in two. 

Mr. CHanpuer. Mr. Senator, if I may apply this to the particular 
case, it just happens that my objection to this subsidy as such is not 
because it is a subsidy but because it is a subsidy that ooda to a waste 
of resources of silver that serves no social purpose. 

If this silver then came out to serve a social purpose, I might not be 
opposed to the subsidy. I would want to know whether it was re- 
quired to get the silver. But it seems to me this is almost the worst 
of all possible circumstances of os the production of some- 
thing which then serves no social p 

Senator Bennett. Well, ate memahen the bill before the com- 
mittee does not offer any alternative. t is this or nothing. So we 
who believe that the silvér mining industry needs some help are left 
with the responsibility of defending the present situation. 

That is all, Mr. Chairman. 

Senator Dovexas. In other words, Mr. Chandler, I take it that you 
do not like to think of the labor and capital which have been used to 
mine — two and a half billion ounces of silver which now lies 
presumably underground in the various mints of the country and other 
places of tae 
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Mr. Cuanpier. That is my principal objection to this type of 
program. 

Senator Dovetas. That it locks out of use products upon which 
human labor, human capital have been expended? 

Mr. Cuanpier. That is quite true. I think that it is very im- 
portant that we measure the inefficiency and waste in terms of the 
resources that are used up to no social purpose rather than looking at 
Treasury finances or Federal Reserve finances. 

Senator Doveias. Tears have been shed over the little pigs who 
were butchered in 1933. I know that we do not as a common practice 
shed large numbers of tears, Mr. Chandler, but could not tears be 
shed at the copious drops of sweat expended by men in mining silver 
and lead and zine and copper which silver then goes underground and 
finds no use? 

Mr. Cuanpuer. I never thought tears added much to our under- 
standing of either program. 

Senator Dovetas. No; but is it not somewhat hard to think of 
human labor being expended or unpleasant to think of human labor 
being expended to mine silver which is then put underground? 

Mr. CHANDLER. It is a waste of resources in both instances. 

Senator Bennett. Is that true for gold too, Senator? 

Senator Dovetas. I did not hear. 

Senator Bennett. Is that true for gold too? 

Senator Dovetas. At the moment we are considering silver. The 
Senator from Illinois has no bill to prohibit the Treasury from re- 
ceiving gold. 

If tears were shed for the pigs, could not tears be shed for the drops 
of sweat? Drops of tears to match every drop of sweat? 

Mr. CuanpLerR. Well, I suppose that the only difference here is that 
in both cases human labor had to be used to produce the products but 
in the case of the little pigs people were shedding tears for the pigs 
rather than for those who worked so hard to produce them. 

Senator Dovetas. I want to thank you, Mr. Chandler, for your 
very excellent testimony. 

I would like to speak to the representative of the Interior Depart- 
ment because of a request that Senator Green made. 

The next session of this committee on this bill will be next Monday 
at 10 o’clock. 

Senator Bennerr. Are you calling back the representative of the 
Interior Department this morning? 

Senator Devas No; I think not. 

Senator Bennett. I did not understand your reference to him. 

Senator Doveuas. I was asking the representative of the Interior 
Department if he would come forward. It does not have to be you, 
Mr. Wormser. It is simply a question of figures. 

Senator Green made this request of you: Total production of metals 
mined in the United States in the last 5 years, amount and value, 
percentage of each to total, amount and value. 

Mu hearings will not be terminated today. We will meet next 
Monday. 

If there are no other points to be considered, we will recess for. the 
morning. We want to thank the witnesses for their appearance and 
for their testimony. 

(Whereupon, at 12:10 p. m., the subcommittee recessed to recon- 
vene at 10 a. m., Monday, July 25, 1955.) 
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MONDAY, JULY 25, 1955 


Unrtep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEB ON THE FEDERAL RESERVE, 
Washington, D. C. 

The subcommittee met, pursuant to recess, in room 301, Senate 
Office Building, at 10 a. m., Senator Paul H. Douglas (chairman of 
the subcommittee) presiding. 

Present: Senators Douglas and Bennett. 

Also present: Sanoken tleeen. 

Senator Douenas. The chairman wants to make a preliminary 
statement for the purposes of the record. 

The charge was made toward the end of the last meeting of the 
subcommittee that the Chair and staff had not furnished information 
to other members of the committee. I checked with the staff and I 
find that a folder containing copies of the bills and all basic tables 
furnished by Government agencies was placed before each Senator 
who was present at the early hearings. It is possible in the flurry 
of the hearings those were not walenk. but they were furnished. 

To make absolutely certain, additional copies have been prepared 
and are furnished to all Senators. 

Senator Bennett. The Senator from Utah has his material and 
appreciates it. It has been very useful. 

Senator Doueias. Thank you. 

What I was trying to clear up was that it was furnished originally. 
I mentioned this not to continue the feud, but to clear the record. 

Senator Bennett. All right. 

Senator Doueuas. The t witness was to be Senator Green. 
Senator Green was called to the White House at 9 a. m. this morning, 
and I think he will be somewhat delayed in coming. I would suggest 
we proceed with Mr. Leavens and when Senator Green comes in he 
will be called on to testify. 

Is Mr. Leavens here? , 

Mr. Leavens is an old friend. We are very glad to have you here. 


STATEMENT OF DICKSON H, LEAVENS, COLORADO SPRINGS, COLO. 


Mr. Leavens. Good morning, sir. 

Senator Dovetas. I may say Mr. Leavens is generally regarded as 
the greatest authority on silver in the world. He published a very 
able book on silver in 1939, which is a compendium of information. 


I believe he has also what is supposed to be the best library on silver 
in the world. 
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Mr. Leavens, you have no financial interest in any silver-using 
company, do you? 

Mr. Lzavens. I have two shares of stock in the Eastman Kodak 
Co. I had more than that and sold it some time ago. 

Senator Dovetas. That is not a very large investment. 

Senator Buennert, The minority member will agree that that is 
certainly de minimis. 

Senator Dove.as. Mr. Leavens; we are glad to have you. 

Mr. Leavens. My name is Dickson H. Leavens, retired, and living 
in Colorado Springs, Colo. My interest in silver began during a resi- 
dence of 20 years in China, from 1909 to 1928, where I served on the 
faculty of the College of Yale in China at Changsha. My salary was 
stated in gold—that is, American money—but paid in Chinese silver 
money, and because of the fluctuations in the price of the white metal 
I never knew how much was coming to me from month to month. In 
1916 I became treasurer of the college just as silver started its war- 
time rise in price, which became a very important and troublesome 
factor in my work. I therefore became interested in learning all that 
I could about the history of the monetary use of silver and the causes 
of its fluctuating price. 

About the time that I returned to this country in 1928, silver began 
to fall in price and got back into American politics. It therefore 
seemed worthwhile to make the study of the white metal my principal 
spare-time interest, in addition to my regular duties—for some years 
in the statistics department of the Harvard Business School and later 
in the Cowles Commission for Research in Economics. During 1934 
I served as a special agent of the Treasury Department assisting the 
late Prof. James Harvey Rogers in his study of the silver situation in 
Asia, and I spent severa) months in China and India. Since my retire- 
ment in 1947 I continued my interest in silver and have collected a 
large library of books, pamphlets, articles, and clippings on the sub- 
ject, which is to go eventually to the University of Colorado. TI have 
written one book, Silver Money, published by Principia Press, Bloom- 
ington, Ind., 1939, 439 pages, which attempts to cover the whole field, 
and some 40 articles on various phases of the subject. 

I have tried to be objective and unprejudiced and to look at prob- 
lems from a national or international pomt of view, regardless of the 
special interests of silver producers, silver users, and those with mone- 
tary panaceas. I have tried particularly to take into account the 
historical facts and the quantitative factors, some of which have been 
ignored by many of those who discussed the subject. As a result of 
my studies I have been critical of the American silver policy of the 
last two decades. I therefore favor repeal of silver legislation as pro- 
posed by the bill now under consideration. 

Silver has been discussed extensively for the last 25 years, and I 
do not intend to go exhaustively into the details of the subject. I 
consider that the large amount of the white metal that we have in 
our monetary system is anomalous under modern conditions. The 
free coinage of silver was pretty generally abandoned by western 
countries in the 1870’s, when there seemed to be an ample supply of 
gold. This movement went a little too far, the new demand for gold 
exceeding the supply, and there were two decades of falling commodity 
prices and depressions. Efforts were made to establish international 
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bimetallism; if they had been successful, it might have worked; but 
they failed. 

Senator Dovaetas. In other words, you are saying that the silver 
movement of the 1890’s had a good, solid basis to it? 

Mr. Leavens. It had a good basis. As time went on it had less 
and less basis. 

Senator Doueuas. I know. But silver advocates of the nineties 
were charged with being inflationists when as a matter of fact we 
suffered deflation for almost a quarter of a century. 

Mr. Luavens. Yes, sir. 

Senator Dovetas. They might also be termed reflationists. 

Mr. Leavens. Yes. They had not invented that word then. 

Senator Dovetas. So William J. Bryan was a lot closer to the 
truth than a great many easterners would care to admit. 

Mr. Leavens. I would not say that, but I would say in 1878 at 
the first international conference if they had been able to get an 
agreement on bimetallism it might have worked. By the 1888 
conference it was getting later and by the 1898 conference it was too 
late. Bryan was working for national bimetallism rather than inter- 
national, and I think that might have been disastrous—perhaps 
because of my eastern background. 

Senator Dove.as. But he had a real ground for complaint in the 
falling prices in the previous quarter of a century? 

Mr. Leavens. Absolutely. Yes. 

Then in the 1890’s an adequate supply of gold began to be provided, 
chiefly from South Africa, and by 1900 commodity prices had risen, 
the agitation for silver had died down, and the United States explicitly 
adopted the gold standard. About the same time India, Japan, 
Mexico and other Asian and Latin American countries abandoned 
the silver standard, leaving China the only large nation on that basis. 

Silver continued to be used in most countries for subsidiary coinage 
of limited legal tender. The First World War brought a great rise in 
its price and resulted in many countries in the reduction of the fine 
content of silver coins or their replacement by ones of baser metal. 
This process continued after the Second World War, when two large 
users, England and India, abandoned silver currency entirely. 

Senator Doveias. You mean, abandoned silver currency for sub- 
sidiary coins? , 

Mr. Leavens. Yes, sir. All new coinage is of nickel alloy. Of 
counmm: there is still a good deal of the old silver in circulation and in 
vaults. 

Senator Douetas. The English shilling. 

Mr. Leavens. Those are being made of alloy now and they are 
gradually calling them in to repay lend-leased silver. Of course, it 
will take a long time before the old. coins are entirely removed. 

Senator Dovetas. I understand, but there is no new purchase of 
silver? 

uae Leavens. No new purchase and no subsidiary coinage of 
silver. 

Senator Bennett. May I ask a question on that? 

Senator Doua.as. Certainly. 

Senator Bennerr. If England did not have to repay its obliga- 
tions to the United States for silver that was loaned to them, do you 
think they would be making this change anyway? 

66839—55—pt. 1-——T 





92 REPEAL OF SILVER PURCHASE ACTS 


Mr. Lxuavens. I really do not know. 

Senator Bennett. So it is that obligation rather than any theo- 
retical relationship to silver as money which is probably forcing the 
situation in England? 

Mr. Luavens. It may be partly that, and also a continuance of 
what they did after the ‘First World War. In 1920 they reduced the 
fineness of their coins from 0.925, or sterling, to 0.500, and then they 
recoined; and of course the price of silver was so high it would pay to 
melt the shillings. In a way, this is a continuance of that. There 
may have been an incentive because of the lend-lease obligation. 

Mr. Bennett. That is all, Mr. Chairman. 

Mr. Leavens. Meanwhile, in the 1930’s China had been forced off 
the silver standard by the rise in the price of the white metal brought 
about by the American silver purchase policy. 

The United States, on the other hand, in 1933 began a program of 
increased monetary use of silver. The depression of the 1930’s had 
some resemblance to that of the 1890’s, and it is not surprising that 
some of the same remedies should have been proposed. Arguments 
that may have had some validity in the earlier period were revived 
40 years later, when conditions had changed entirely and when they 
had no sound economic justification. But they prevailed, and the 
London Conference, the President’s proclamations of December 21, 
1933, and later, the Silver Purchase Act of June 19, 1934, the act of 
July 6, 1939, and the act of July 31, 1946, put into operation a policy 
which has resulted in the acquisition of some 3,000 million ounces of 
the white metal. Of this, about 800 million ounces were of newly 
mined American metal, while the rest came from new foreign produc- 
tion and from silver formerly i in use as primary money in China and 
India or as subsidiary currency elsewhere. 

Senator Dovetas. As I remember it, a large part of the silver 
which went to India was used as ornaments, and also in hoards. Do 
you think a considerable portion of that came up out of the ground 
and off the arms of the Indian women and was sold to the United 
States? 

Mr. Leavens. No, sir; I think practically none of that. The 
Indian Government, you see, got the Patman Act silver during the 
First World War and bought a lot of silver in the market and coined 
it into rupees. After the First World War prices came down and 
rupees went back into their Treasury. The Indian Government sold 
off a lot of silver from melted rupees. But India was importing as 
much as 100 million ounces a year, sometimes, for its women. 

Senator Dovetas. That you think has never returned? 

Mr. Leavens. It has certainly never come out of India. Some- 
times when there has been a famine in one region, bangles from that. 
region have been rendered and sold someplace else, but India never 

rted private silver to any appreciable extent. 

ott t must be admitted that oar the Second World War this stock 
of silver turned out to be very useful, but nobody had planned it that 
way. With a great ainsi in ‘the demand for small change, over 900 
million ounces were coined into subsidiary coins and into the wartime 
5-cent pieces, two of which contained more silver than a dime. Some 
400 million ounces were lend-leased to India and other countries, to be 
returned in kind within 5 years after the end of the war, which is 
taken as the signing of the Japanese Peace late in April 1952. So 
far, only a small part of this has been returned. 
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Senator Doveras. Mr. Leavens, I believe Mr. Burgess, testifying 
for the Treasury, said he expected this silver to be returned. Are you 
equally optimistic? 

Mr. Leavens. I have no basis for making a judgment on that. 

Senator Dovetas. I see. 

Mr. Leavens. There is one thing. The British are gradually 
getting back silver from their coins that they have withdrawn and 
the Indians are doing the same thing. It is reported India has the 
full two-hundred-million-some ounces, but it has not been all refined 

et. 
: Some 170 million ounces were sold under the Green Act of July 12, 
1943, for industrial uses and for Philippine coinage. In addition, over 
900 million ounces were loaned temporarily to war industries and 
atomic energy plants for nonconsumptive electrical use, thus releasing 
for other purposes more than an equal weight of scarce copper. 

The fact that this silver turned out to be useful in wartime, however, 
does not justify the original program in theory. Is it safe to have so 
large a silver element in our monetary system? 

With gold alone acceptable for international settlements, silver has 
only a limited role for domestic purposes. By long custom it has been 
preferred for subsidiary coins, though England and many other coun- 
tries have abandoned it even for this purpose. With our present high 
commodity prices, perhaps even $1 and $5 bills, the form in which 
most of our silver certificates circulate, may be called small change. 
We have now, in round numbers, $1,300 million in subsidiary silver, 
and $2,700 million in bullion and silver dollars, circulating chiefly in 
the form of silver certificates. This represents a total of about 3,000 
million ounces. 

These figures are too large to grasp, so let us look at the per capita 
circulation of United States money, which is about $180. This in- 
cludes, of course, not merely the cash that you and I have in our 
pockets, but also the till money held by banks and stores, the amounts 
impounded by coin-operated devices between collections, and con- 
siderable amounts of currency actually hoarded by some people. In 
1930 the corresponding figure was less than $38. During the war it 
rose rapidly and was above $200 for a time in 1945 and 1946. Since 
then it has dropped by about 10 percent. If commodity prices should 
decline or if there should be any considerable recession in business and 
employment, it would drop still more, though it undoubtedly would 
remain on a permanently higher level than in the 1930’s. 

This per capita figure is made up approximately as follows: 

Silver dollars and certificates 
Subsidiary silver coins 


Total silver 
Federal Reserve notes 
Miscellaneous (minor coin, United States notes, and several vestigial forms 
of paper currency being retired) 


The Federal Reserve notes, which make up the bulk of the currency 
in denominations over $5, are adequately backed by gold-plus securi- 
ties. 

Senator Doveuas. You will be interested and amused, Mr. Leavens, 
to know I presented a $20 Federal Reserve note to the Treasury and 
demanded redemption in gold. This was refused and I was sent 20 
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silver dollars, of which this is one. I presented a $20 Federal Reserve 
note to the Federal Reserve System and demanded redemption, and 
they redeemed it in two $10 Federal Reserve notes. 

So as a matter of fact, is not our currency off a metallic base pri- 
marily? 

Mr. Leavens. Except for the overvalued silver. 
Senator Dovetas. What we really have is a managed currency, is it 
not? 

Mr. Leavens. Yes, sir. 

Senator Bennett. But is it not equally true there is approximately 


25 percent of the value of our Federal Reserve notes held in gold in 
Fort Knox. 


Mr. Leavens. Yes, sir. 

Senator Bennerr. So we are not completely in fiat currency, or a 
printing-press currency. 

Mr. Leavens. It is managed, but not fiat. 

Senator Bennerr. But it is not without a substantial metallic base. 

Mr. Leavens. Yes. 

Senator Dovetas. Try to get it. 

Mr. Leavens. They are elastic, having expanded from less than $2 
billion in the 1920’s to over $25 billion at the wartime peak, and they 
can be contracted when not needed. 

The silver currency, however, is inelastic. Once the silver is in the 
Treasury, that part of the money system is fixed. We seem to have 
been able to stand $21 per capita in silver currency, since it is practi- 
cally small change. But if total circulation should decrease, that might 
form too large a proportion. Then the silver would flow back into the 
Treasury and have to be held as a frozen asset. 

The bill under consideration does not contemplate reducing the 
present silver element of our currency, and it is to be hoped that with 
the growth of population it will not prove excessive, even if we should 
have a depression. But it seems to me that we have gone far enough, 
and that there should be no further dilution of our monetary stock 
with overvalued silver. 

There is, of course, in the foreseeable future no chance of acquiring 
the 2,500 million cunces of additional silver that would be needed to 
carry out the aim of the Silver Purchase Act of 1934, to make silver 
one-quarter of our combined stock of gold and silver. There is just 
not that much silver available in the world. A rough estimate of the 


distribution of the world’s silver is as follows: 
Millions 
Monetary silver: — 
3, 000 
1, 000 
Other counties... sR es aa es Lie 1, 500 


Total monetary 5, 500 


Nonmonetary silver: 


iMher sonnirin,.. s e e ee Leoo es ncelee 
Total nonmonetary silver 


Total silver accounted for 
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I estimate in the last 400 years perhaps 5 billion ounces have been 
lost, destroyed, or we cannot account for. That makes up a grand 
total of 20 billion ounces of world production since the discovery of 
America in 1492, and the amount that existed at that time has to be 
neglected. 

So about three-quarters of all the silver that has been produced is 
still in existence. 

While India’s monetary silver is gradually being withdrawn from 
circulation and replaced by nickel alloy, there is not likely to be much 
available from this source after the return of lend-lease amounts and 
absorption by the ornament demand in that country. The amount 
in monetary use in other countries could not be obtained by us without 
further damaging silver’s place in the world. The nonmonetary silver, 
in the form of tableware in western countries and women’s ornaments 
in India, will hardly be attracted to the melting pot even by much 
higher prices. China’s silver, much of it formerly in monetary use, 
is now pretty well isolated from the world market. 

Thus the Treasury’s acquisitions since 1942 have been limited to 
newly mined American silver, under the 1939 and 1946 acts, amounting 
to about 40 million ounces per year. Our country uses 90 or 100 
million ounces a year for manufactures, including silverware, photo- 
graphic uses, al various industrial needs. Therefore out of world 


production of around 210 million ounces annually, there are left only 
70 or 80 million ounces to supply all the rest of the world with silver 
for coinage and for manufacture. If the price rises above 90.5 cents, 
even American silver will be diverted to industrial use. The stopping 
of Treasury purchases perhaps would result in a temporary drop in 


the American price, but might well encourage new demands for silver 
that would keep the price at least at the 90.5 cent level. 

It is correctly claimed by the supporters of silver that the program 
has resulted in not 1 cent of expense shown on the Government books, 
but rather in a large book profit from seigniorage, when the book value 
of silver purchased at 90.5 cents in recent years or less in the past is 
written up to $1.29 when the silver is placed in the certificate reserve. 
This seigniorage profit totals to date about $1,150 million on silver 
put into the certificate reserve, plus about $800 million since January 
1, 1934, on subsidiary silver and minor coins. To the extent that the 
silver element in our currency has not been overdone, that profit is 
legitimate and has helped the budget slightly. But if currency is to 
be issued to make a seigniorage profit, it might have been smarter to 
print greenbacks, as provided for by the Thomas amendment to the 
Agricultural Adjustment Act of May 12, 1933. 

Senator Doveuas. There the seigniorage would have been aimost 
100 percent. 

Mr. Leavens. Yes, sir. 

But if currency is to be issued to make a seigniorage profit, it might 
have been smarter to print greenbacks, as provided for by the Thomas 
amendment to the Agricultural Adjustment Act of May 12, 1933; or 
to monetize our stocks of potatoes at a fancy price instead of dyeing 
them blue and giving them away. But the trouble is that if people 
found they could get only potatoes for their $1 and $5 bills they might 
refuse to accept the currency. So far they have not refused to take 
a round piece of silver, weith 70 cents or less if melted up, as a good 
dollar. far we are all right; the inflation due to our silver policy 
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has been negligible compared with that arising from other inflationary 
forces; but we should not tempt providence by going too far. 

American silver producers have been profiting alk r this program 
for more than 20-years. The mining industry, as I hear from those 
engaged in it in Colorado, is in a difficult position. It desires and 
may deserve—I am not competent to judge on this point—aid by 
legislation to relieve the burden of taxation and the competition of 
imported metals. Silver in this country is largely a byproduct in the 

roduction of other metals, and its price in the case of some mines 
is & decisive factor in determining whether the whole operation can 
be carried on without loss. I think that our monetary system has 
had as large an injection of silver as it can stand. If the Congress 
wishes to aid the mining industry, it would be preferable to accom- 
plish this by some other kind of legislation. 

I therefore favor the passage of S. 1427 with the object of stopping 
additions to the silver element in our currency, while not decreasing 
the amount now held. 

Senator Dovetas. Thank you very much, Mr. Leavens. 

I have an understanding with the Senator from Utah that we will 
each have 10 minutes, and I will ask the clerk if she will keep count 
of the time. 

Senator Bennett. Mr. Chairman, since there are only two of us 
here, if the chairman would prefer it it would be perfectly agreeable 
to me to have the understanding that there be equal time. If the 
chairman would like to use more than 10 minutes of time in 1 unit 
— reserve the same privilege to me, that would be perfectly satis- 

actory. 

Senator Dove.as. Mr. Leavens, I wondered if out of your Chinese 
experience you could explain what happened in China when silver 
was falling in price and then what happened when silver rose in price? 

Mr. Leavens. When silver was falling in price it was during the 
world depression and other countries were reducing the exchange 
value of their eurrency. We did it in 1934 because we thought it 
would aid our economy. China did not have to take any official 
action because the world price of silver automatically adjusted her 
exchange, and if silver had not gone down the prices of Chinese 
commodities which were sold on the world market, and when prices 
of gold had gone down, would have had to go down greatly inside 
China and would have caused a severe depression. 

As it was, by the fall of silver in China she had slight inflation of 5 
to 10 percent, or something like that, in commodity prices. She 
really was undergoing a pretty prosperous period in the early thirties. 
J — Doveuas. Let me ask you what happened to prices in 

ina? 

Mr. Leavens. Commodity prices in China did not have to go 
down. They went up slightly because they were really dependent. on 
the price of silver, which was the link between Chinese commodity 
prices of the export trade and world prices. So that in the early 
thirties China was really having just enough inflation to be stimulating, 
that is, in the sectors which were affected by world trade. 

Senator Dovetas. And when the price of silver rose? 

Mr. Luavens. When the price of silver rose, then that tended to 
make commodity prices in China go down, because commodity prices 
in this country and Europe had not risen in comparison with silver. 
So China had depressions and began to get very much alarmed. 
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In October 1934 first they made representations to our Government, 
and finally in 1935, when the Chinese dollar was worth about 40 cents, 
they went off silver and by an export tax on silver reduced their 
exchange rate to about 30 cents in order to keep from deflation. 

Senator Dovauas. I remember being out at Salt Lake City in 1933 
and listening to various people there say that the way to help China 
was to increase the price of silver. 

Mr. Leavens. That was the argument that was very commonly 
used in the early thirties, but it was entirely wrong, because we were 
doing exactly the opposite thing. We were increasing the price of 
gold, and gold was our unit, so we decreased the value of the dollar. 
But we were increasing the-—— 

Senator Dove.ias. That was the gold value? 

Mr. Leavens. The gold value of the dollar. China, on the other 
hand, by the increased price of silver, was having the value of her 
dollar increased, which was a deflationary instead of an inflationary 
course. 

Senator Dovetas. What you are saying is that there has been a 
retreat from silver even in the field of subsidiary coinage? 

Mr. Leavens. Yes. That has certainly been an important move- 
ment since the price of silver went so high in the First World War 
that many silver coins were worth melting. Britain reduced it finally 
from 925 to 500; and some countries gave it up entirely. 

Senator Dovauas. So they are choosing a cheaper metal for their 
subsidiary coinage upon which they can make a larger seigniorage. 
Is that right? 


Mr. Leavens. It is perhaps not entirely with the seigniorage idea, 


a 


but to keep the silver coins from going out of circulation into. the 


melting pot if the price of silver should rise again. 

Senator Dovetas. But they do make a larger seigniorage? 

Mr. Leavens. They do, and they probably did not mind doing that. 

Senator Dovetas. Last week Professor Chandler of Princeton sug- 
gested that we replace the $1,200 million of silver certificates in 
denominations of $5 and above, with Federal Reserve notes; and that 
this would free a corresponding amount of silver in use as a reserve for 
the $5 notes and a few $10 notes for the use of $1 and $2 bills for many 
years to come. How would you regard that proposal? 

Mr. Leavens. That might be done eventually. Just at present we 
have this $14 per capita of mostly $1 and $5 bills, and that is appar- 
ently enough. 

Senator Dovatas. What he is saying is, shift the composition of 
the certificates in the $5 field from their present distribution of about 
half Federal Reserve notes and half silver certificates into Federal 
Reserve notes completely, and then that would release silver for addi- 
tional $1 and $2 bills if needed. 

Mr. Luavens. Yes. 

Senator Dovetas. And for subsidiary coinage if needed. 

Mr. Leavens. Yes. I should not think that needs to be done until 
it was needed. Otherwise you just put the extra silver in the general 
fund and it is lying idle. 

Senator Dovenas. Assuming a long time growth in the economy 
that will carry with it the probable need for more money. 

Mr. Leavens. Yes. 
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Senator Dovexas. While per capita circulation of money is in- 
creased, of course also per capita money income has risen since 1933, 
which requires a larger amount of money to flow. Mr. Chandler 
made this suggestion, which was in a sense a reply to Mr. Martin. 
I have raised the question as to whether the Federal Reserve Board 
should not begin to print $1 and $2 bills and Mr. Martin said in order 
to do that we would have to change the law, and he used this as an 
objection really against the Green bill. Mr. Chandler made the point 
that it was not necessary to have new legislation. We could simply 
redeem the $5 silver certificates with Federal Reserve notes and dis- 
place the silver from the $5 bill field; and that, in turn, would release 
the — reserve for the $1 and $2 bills that were subsidiary coinage 
if needed. 

Mr. Leavens. I should say that depends on what you want to do 
with the released silver. If it is going to be needed for more subsidiary 
coinage or $1 and $2 bills, well and good. 

Senator Dovetas. If the Green bill, S. 1427, were to be passed, 
how much of a reduction in the price of silver would you expect? 

Mr. Leavens. That is a very hard thing to say. 

Senator Doveias. You are the greatest authority in the world on 
the price of silver. I am going to get this right out of the horse’s 
mouth. 

Mr. Leavens. I know too much about silver to make predictions. 
I think the use of silver in other things than money has been going up 
over the years. 

Senator Dove tas. We will have to use the method of “other things 
being equal,” assume other things being equal. I have 1 minute 
more. 

Senator Bennett. I am perfectly willing, as I said, to have you 
continue. 

Senator Dove.as. I will quit in just a minute, and will resume 
again after the Senator is through. 

Mr. Leavens. I think it might go down a few cents, but it would 
depend on so many different factors, it is hard to say. There might 
come more new uses if the price went down. 

Senator Doveias. Assume we stopped completely and our prelimi- 
nary demand was met for withdrawal of $5 certificates. That would 
add to the raising of the commercial supply of silver from about 150 
million ounces to 185 million ounces, or an increase of 23 percent 
roughly. 

Mr. Leavens. Yes. 

ere Doveuas. What is the probable elasticity of demand for 
silver? 

Mr. Leavens. I have not made any study of that. 

Senator Dove.as. Do you not have some rough estimates? 

Mr. Luavens. I donot thinkI do. The silver market is so depend- 
ent on so many things. Mexico is the chief coiner and also the chief 
seller of silver; and Saudi Arabia has been buying from Mexico for 
ee, and you cannot tell what either one of those countries will 


Senator Dovetas. Other things being equal, and assuming the 
Mexican policy does not change, do you think it would cause a de- 
crease of 23 percent in the price of silver or, roughly, around 18 or 
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19 percent? In other words, assume the elasticity of demand equal 
to unity. 

Mr. ee I have not made any study of that, and would not 
want to make a prediction. 

Senator Dove.as. Here is a very important question, and here 1s 
the greatest authority in the world, who cannot help. 

Senator Bennett. 

Senator Bennett. I would like to pick that one up. Is not one of 
the reasons why you cannot answer it that in a world of practical 
things you cannot say ‘‘other things being equal’’ and then theorize 
as to what the price might be, because it will never be there because 
other things are not equal? 

Mr. Leavens. Yes, sir. 

Senator Bunnertr. I was interested in your statement on page 8 
which bears on this subject: 

The stopping of Treasury purchases perhaps would result in a temporary drop 
in the American price, but might well encourage new demands for silver that 
would keep the price at least at the 90.5-cent level. 

I have been very much interested in the price problem, not from 
the monetary point of view but from the practical point of view of 
the two elements in the commercial use of silver—the miner who pro- 
duces it and the fabricator who makes it into commercial articles. 

The price has been going up rather consistently with some fluctua- 
tion since the end of World War II. Is that a fair statement? 

Mr. Leavens. I think so. 

Senator Bennett. It now is at approximately 90% cents, which is 
the highest it has been since the end of World War I, if I remember 
the figures. Why has this price rise been occurring? 

Mr. Leavens. I think it is because of the increasing industrial 
use of silver. That has fluctuated, but it is considerably greater than 
it was before the Second World War; and then Saudi Arabia going 
into the market for coinage purposes from time to time has been a 
rising factor; and then Mexico has more or less pegged the price in 
the 80-cent range in recent years by holding some of their silver off 
the market when the ordinary demand was not enough to take it at 
the price they wanted. 

Senator Bennerr. Apparently the demand is strong enough to 
have taken it through that pegged price. 

Mr. Leavens. It has for the present. 

Senator Bennett. Is not production lagging behind consumption? 

Mr. Leavens. That depends on what you use as a norm. 

Senator Bennett. I have some figures which I would like to put 
in the record which show the production and consumption since 
1949, total world production. These were among the figures supplied 
to me by the staff. My calculation shows in those 6 years which go 
through 1954 there has been a production deficit of 161 million ounces. 
In ca 1 of those 6 years was consumption less than production, and 


that was in the year 1950 when the difference was about 1,500,000 
ounces. 

- So over these 6 years we have seen the production deficit continue, 
while it has fluctuated from year to year, so you cannot say it is rising 
at a steady rate, but it has certainly persisted. 

Mr. Leavens. That is production compared to consumption? 
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Senator Bennett. Yes. 

Mr. Leavens. Production in general has been going up a little. 

Senator Bennerr. It should in the face of these rising prices and 
this rising consumption. The present prices have tended to obscure 
that, or to minimize the effect of that production deficit, because they 
have brought silver out of coinage. So if it were not for that that 
deficit would have been greater and, of course, as you pointed out 
so clearly in your statement, the price is discouraging further coinage 
of subsidiary coins with silver. 

Is there any relationship between increasing prosperity and the 
consumption of silver? 

Mr. Leavens. In India there certainly is. In time of good crops 
the peasant will buy bangles and nose rings and bracelets for his wife. 

Senator Benner?. Do you not think there is any relationship in 
the United States? 

Mr. Lzavens. In the United States to a very considerable extent. 
Of course, that depends also on the marriage rate. We have had a 
high marriage rate in recent years. In the next few years it is going 
to be lower because the depression babies were notso many in number. 
Also, some of my friends tell me their daughters-in-law do not like 
sterling silver. They prefer stainless steel. It does not take so much 
care. So the silverware demand may go down in this country. 

Senator Bennerr, That is one of the questions we argue in my 
household, and I find a difference of opinion among the various 
daughters ‘and daughters-in-law. I think the silver fabricators would 
be terror stricken if they figure stainless steel was going to become the 
precious metal silver now is. Then, as you have already pointed out, 
there is the increasing industrial use of silver. 

For the record, again based on figures furnished by the Library of 
Congress: In 1933, in this country industrial use was 29 million 
ounces; in 1953 it was 106 million ounces. So all of those are elements 
that tend to force the price of silver up. 

Mr. Leavens. Yes. 

Senator Bennerr. Why has not domestic production moved up to 
take advantage of this increased price of silver? 

Mr. Leavens. As I understand it domestic production to a large 
extent is a byproduct of copper, lead, and zinc, so it depends on the 
quantity of those. There are not so many straight silver mines in 
this country. 

Senator Bennerr. I made it clear at the beginning of these hearings 
that I was interested in the practical side of the problem—the com- 
mercial side—more than in the monetary side. However, I have 
been interested in your discussion with Senator Douglas about this 
monetary business. 

The bill would not permit the Federal Treasury to sell off any of its 
monetized silver at less than $1.29 an ounce. Am I correct in that? 

Mr. Leavens. Some of the authorities could say better than I. 
I should say if it repeals the 1946 act completely, that is the only 
one that allows the sale at 90.5 cents or higher. 

Senator Bennett. Also, the bill as I it provides that the pres- 
ent monetized stocks of silver must be maintained. It would just 
have the effect of eliminating further purchases. Is that right? 

Mr. Leavens. Yes. That is my understanding. 
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Senator Bennett. So if the bill were passed its only effect would 
be to discourage the Federal Treasury from buying domestically 
mined silver to put into the monetary system either as backing for 
silver certificates or as coinage for subsidiary purposes. Under the 
bill the net cost of silver bought for subsidiary coinage is 90.5 cents. 
If the bill were passed and the present law repealed and the price of 
silver continued to go up, would that not have the effect of increasing 
the cost to the Treasury of the silver it purchased for subsidiary 
coinage? 

Mr. Leavens. If they had to purchase more. 

Senator Bennett. Of course we recognize they have a backlog on 
loan of 400 million ounces, and we assume it will be repaid, so the 
Treasury can stay out of the market for some time. 

On page 8 in your statement when you are discussing the place of 
silver in our coimage system you said, ‘“To the extent that the silver 
element in our currency has not been overdone’ and so on. Do you 
believe that the silver element in our currency today has been over- 
done up to this point? 

7 Leavens. I think it has been, but that is water under the 
bridge. 

Senator Bennett. The bill would not correct it as of now? 

Mr. Lzavens. No. 

Senator Bennett. Because it would hold the present stocks of 
silver. You made another interesting statement on page 6, where 
you said: 

But if total circulation should decrease, that— 


referring to the $21 per capita in silver currency— 
might form too large a proportion. 


As a matter of practical fact do you expect the total circulation of 
currency to decrease in America to the point where that would rep- 
resent a serious overproportion? 

Mr. Leavens. Probably not. 

Senator Bennett. I think that is more or less the case. You have 
testified that you have no personal interest in any silver producer? 

Senator Douatas. Silver consumer. 

Senator Bennett. I assume by inference he has none in any pro- 
ducer. Is that right? 

Mr. Leavens. I have a few shares of stock in a gold company, but 
they might produce a little silver on the side. 

Senator Bennett. When the world price of silver, as reflected in 
the American price, passed 90.5 cents, does not that in effect suspend 
the operation of this bill rather than repeal it? 

Mr. Lzeavens. It does for the present. Yes, sir. 

Senator Bennett. Therefore everything for which you have been 
standing before the committee can be and will be achieved practically 
without further legislative action so long as the price of silver stays 
above 90.5 cents? 

Mr. Leavens. It will be, but it would be more certain if legislative 
action were taken to repeal all of the silver purchase bills. 

Senator Bennett. Is there no value to the consumer in the existence 
of these present laws? The Treasury sold 200,000 ounces, as I remem- 
ber it, the other day, from its stock of free silver. So long as the 
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Treasury has that stock and is allowed to sell it at 90.5 cents, cannot 
it be a kind of balancing force in the domestic market? 

Mr. Leavens. To some extent, but I think it would be better for 
the consumers to buy direct from the producers. 

Senator Bennetr. They will as long as the price is 90.5 cents. So 
my point is that this question of the effect of the present silver stocks 
under the present law on our monetary system is moot so long as the 
price stays above 90.5 cents; and that all of the things that the pro- 
ponents of this bill hope to achieve have in fact been achieved as of 
meek and will continue in that situation so long as the price stays up 
there. 

It is my impression from your testimony and from the statistics 
that I have examined, I admit very hurriedly, that the forecast for 
the foreseeable future under the present system is for prices to remain 
at this level or higher. Is that a fair estimate? 

Mr. Leavens. The silver problem might be settled de facto but I 
think it would be a little safer if it is settled de jure as well. 

Senator Bennett. There is another bit in your testimony that also 
interests me, and I am not sure I can put my finger on it. Oh, yes. 
On the last page you say [reading]: 


The mining industry, as I hear from those engaged in it in Colorado, is in a 
difficult position. It desires and may deserve— 


and you modestly say you are not competent to judge on that point— 


aid od legislation to relieve the burden of taxation and the competition of imported 
metals. 

On that basis I expect to ask the representative of the industry 
when he comes to the stand whether he would agree to amend this 
bill to add another section which would add a 25-percent tariff for 
the protection of the domestic silver miner. That is the tariff that 
the fabricator has to have to protect himself. 

Would you prefer a tariff—and I will not hold you to a figure—as a 
solution to the problem to the present system? 

Mr. Leavens. I was not thinking of a tariff on silver. I have not 
given that consideration. I was thinking of a subsidy to copper, lead, 
or zinc. It is my understanding that during. the war some of the 
marginal producers were given a subsidy to enable them to increase the 
production of copper and possibly of other metals. I was thinking 
merely of silver as a byproduct of those industrial metals. 

Senator Bennerr. Of course, we get into the field of partisan 
political theories when we discuss the relative value of a direct subsidy 
as compared with the tariff. I have asked my question. I have 
raised the question and I am going to be interested to see what my 
friends from the fabricating industry have to say about it. 

7 that is all at this time, Mr. Chairman, if you would like to 
go back. 

Senator Dove.as. I may say to my good friend from Utah who 
expressed his solicitude on this point that if he wishes to prepare an 
amendment that the Treasury should sell its free stock of silver, or 
decrease the monetization of silver below $1.29 so that some of the 
silver now held as a reserve for silver certificates could be sold in the 
open market—if he wishes to prepare such an amendment I am sure 
Senator Green and I would be ve hap y to add it to our bill. In 
this way we could meet some of the diffculties to which he points. 
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Senator Bennett. Since the Senator is obviously on the other side 
I shall wait to see whether the people who sponsored this bill on its 
merits will also sponsor such an amendment. 

Senator Dovetas. Senator Green is here. There are certain other 
questions I have to ask Mr. Leavens, but I will ask him to step aside 
for a moment so that we can hear the testimony of our distinguished 
colleague from Rhode Island who is always able and always very 
courteous. We are very happy indeed to have him here. 

Senator Green, would you come forward? It is a very strange 
position for me to find myself in —s in the Chair while you are the 
witness. The roles have been generally reversed. 


STATEMENT OF THEODORE FRANCIS GREEN, A UNITED STATES 
SENATOR FROM THE STATE OF RHODE ISLAND 


Senator Green. Thank you for your introduction. I am sorry to 
be late, but I have just come from a meeting at the White House; 
a conference with the President on his recent trip. 

Mr. Chairman, as the sponsor of S. 1427, which is now being con- 
sidered by your committee, I appreciate highly the opportunity of 
expressing my views on silver, and to discuss the laws which this bill 
will repeal. 

My deep interest in silver goes back many years and [ recall with 
satisfaction my successful efforts in obtaining passage, on July 12, 
1943, of the Green Act, so-called, which enabled silver to be used in 
the war effort. Since that time I have worked almost continuously 
to have silver placed in its proper position in our economic and mone- 
tary systems. 

In 1945 and 1946, when the silver-using industry was in desperate 
straits for want of silver, I exerted every effort to relieve the situation 
and I devoted much time and effort toward the repeal of the silver 
purchase laws, which S. 1427 now before your committee would 
accomplish. 

My interest in silver is twofold. First, I am concerned with the 
unsound monetary situation resulting from the silver purchase laws, 
and affecting every citizen in the country; and, second, the effect of 
these laws, particularly on the silver-using industries. 

There are those who would have your committee believe that the 
silver purchase laws are simply an issue between the silver miners and 
the silver users. The Assistant Secretary of Interior who appeared 
before you on July 18, stated, and I quote: 

Without regard to the monetary aspects of the silver problem which have been 
argued back and forth longer than I can remember, it seems to me that the problem 


before the committee resolves itself into an issue between the silver miners and 
those who employ the metal either in the arts or for industrial purposes. 


He then went on to say that— 


the silver miner now has an assured market for his product at a price set by law— 
and that— 


the silver user, on the other hand, operates within an economy protected by 
tariffs generally high. . 


This is a new and novel aspect. It is difficult to understand how a 
man In @ mee position of responsibility in Government can take a 
position in this matter without paying any regard to the monetary 
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aspects of the silver problems. This should be to him, as a high 
public official, the heart of the matter. 

I believe in the free enterprise system with a free and open market 
operating generally under the laws of supply and demand. If any 
industry suffers injury, it may come to the Congress with its prob- 
lems and seek relief. But, no industry should be guaranteed either a 
subsidy at the expense of our monetary system, or a fixed price with- 
out any regard for need. Repeal of the silver purchase laws would 
both correct the existing unsound monetary condition, and also pro- 
vide a free and open market for silver. The silver-using industry 
seeks no subsidy, no guaranteed price for its products. No one can 
foretell whether the price of silver in the market will go up or down. 

There are many industrial users of silver in my State of Rhode 
Island. In fact, the city of Providence is considered the heart of the 
silver jewelry industry. It has many small manufacturers of silver 
flatware and hollowware, and but one large manufactory. The life- 
blood of these industries is silver. The men engaged in this work are 
craftsmen whose handicraft has played an important part in the de- 
velopment of New England and our country. Yet silver has been a 
political football which has been kicked around for the benefit of a 
handful of silver producers. I do not need to remind you of the 
silver purchase laws of 1878 and 1890 which contributed in a large 
measure to the financial difficulties which this Nation experienced in 
the 1890’s. 

May I briefly review the effects of the various proclamations, laws, 
and administrative actions pertaining to silver. 

The Silver Purchase Act of 1934 provides the keynote of our silver 
policies. It directed the Treasury to attempt to buy all the silver 
in the world until the market price reached $1.29 per ounce. There 
is some pretense of creating a monetary reserve, but this is based on 
fictitious value for silver. The silver producers could not wait until 
the purchases by the Treasury forced the market price up to $1.29 
per ounce; but; by definition they gave silver this value, and brazenl 
required the Treasury to value monetary silver on its books at this 
rate. However, despite the varied efforts of the silver interests the 
market price for silver—and its only value anywhere in the world— 
has never been forced up above 90.75 cents per ounce. 

At the time of the passage of the act of 1934, by Presidential proc- 

lamation the United States mints were required to receive domestic 
silver and pay 65 cents per ounce for it, although the market price 
was about 44 cents. Thus, the domestic producers were taken care 
of with a 21-cent subsidy until operations under the silver purchase 
law could force up the market price. This little game was to con- 
tinue indefinitely. 
_ In April 1935 the market price averaged 68 cents, so the President 
increased the Treasury price to 78 cents. Following this action the 
market rose briefly but then dropped until in 1937 it was about 45 
cents. Then, the President lowered the Treasury price to 65 cents 
per a evidently because a subsidy of 33 cents was too much of 
a thing. 

n 1939 apparently the silver-producing interests thought they ought 
to have the mints required to accept domestic silver by law, rather 
than depend on Presidential proclamation. The last Presidential proc- 
lamation expired on June 30, 1939. Six days later they succeeded in 
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having a domestic purchase law passed which was to be effective on 
the 1st of July 1939. This act directed the United States mints to 
accept domestic silver and to pay 71.11 cents per ounce to the de- 
positors. By this time the silver purchase Jaw of 1934 had fizzled out, 
and the market price at the time of the passage of this 1939 act had 
dropped to 35 cents per ounce. For a period of nearly 3 years the 
Treasury was paying 71 cents for domestic silver actually worth 35 
cents and eventually the market price under the stimulus of the Treas- 
ury price rose to 71 cents. 

In 1946, with the market price and the Treasury price approxi- 
mately equal at 71 cents re ounce, the silver-producing interests 
swung into action again. espite my utmost efforts to prevent ib, 
a bill was passed raising the Treasury price to 90.5 cents per ounce. 
This was accomplished through filibuster and through the withhold- 
ing of supplies of silver from the market until American industry was 
literally starved for want of silver. This action, together with that 
taken by the same interests to prevent silver being used in the war 
effort, are the blackest pages in the history of silver. 

At this point I wish to submit a memorandum entitled ‘Summary 
of Effects of the Silver Purchase Laws.” 

Senator Dovetas. That will be included, without objection, at this 
point in the record. 

(The document referred to is as follows:) 


Summary or Errects or THz Surver Purcuase Laws, Juny 15, 1955 


S. 1427 would repeal the following: Silver Purchase Act of 1934; act of July 6, 
1939 (domestic purchase law) ; act of July 31, 1946 (domestic purchase law) ; sec- 
tions of Internal Revenue Code which contain provisions of above laws. 


THE SILVER PURCHASE ACT OF 1934 


In effect, this law directs the Secretary of the Treasury to purchase silver, at 
home and abroad, until the market price reaches $1.29 per ounce, or until the 
Treasury accumulates enough silver so that it amounts to one-fourth of the total 
monetary stocks of gold and silver. 

Such purchases are to be “as were deemed reasonable and most advantageous 
to the public interest.’””. The Treasury purchased about 2 billion ounces under 
this law and then stopped purchases in 1942. The various Secretaries since then 
have concluded that additional purchases would not be in the public interest. 
Today it would require about 3 billion more ounces to carry out the provisions 
of this act. 

This law defined the “monetary value of silver’ as equivalent to $1.29 per 
ounce. It also requires the Treasury to carry monetized silver on its books at 
this value despite the fact that the only real value of silver is the market price. 
This is currently around 9044 cents per ounce and since 1934 has never been higher. 
The so-called profit taken under the silver purchase laws stems from this fictitious 
value of $1.29 per ounce. . 

This law also provided for the issuance of silver certificates in amounts not less 
than the cost of the silver purchased; but the silver set aside to back these cer- 
tificates is to be valued at $1.29 per ounce. 

When this law was passed, the market price was about 45 cents per ounce. 
Purchases under the law forced the price up as high as 81 cents, but despite these 
purchases the price dropped to 35 cents in 1942. 

This law is no longer needed. The Treasury has authority under other laws to 
purchase silver for coinage requirements. 

In addition to the silver purchases under the above act of 1934, the United 
States mints were directed in 1933 by Presidential proclamation to receive all 
domestic silver offered to them. The mints were to deduct as seigniorage (profit) 
50 percent of the silver received. On this basis the Treasury price was 64.64. 
cents per ounce, while the market price was about 44 cents. In April 1935 the 
market price averaged 68 cents so the President increased the Treasury price to 





106 REPEAL OF SILVER PURCHASE ACTS 


77.57 cents per ounce. Thereafter the market price rose to 81 cents but then 
dropped until in December 1937, it was about 45 cents. Then the President 
lowered the Treasury price to 64.64 cents per ounce. This last proclamation ex- 
pired in June 1939. 


THE ACT OF JULY 6, 1939 


This act directed the United States mints to accept all domestic silver offered 
to them and to deduct as seigniorage (profit) 45 percent of the silver received. 

Although the Gold Standard Act of 1900 provided that the gold dollar ‘‘is the 
standard unit of value,”’ this act of 1939 treats silver as though it also is a standard 
unit of value and as having a monetary value of $1.29 per ounce. On this basis 
the Treasury deducts 45 percent which leaves 71.11 as the price paid to the de- 
positors. At this time the market price was 35 cents per ounce. Eventually in 
1946 the market price rose to 71 cents, whereupon another act was passed raising 
the Treasury price to 90.5 cents per ounce. 


THE ACT OF JULY 31, 1946 


This act directed the United States mints to accept all domestic silver offered to 
them and to deduct as seigniorage (profit) 30 percent of the silver received, which 
means that the’ Treasury pays 90.5 cents per ounce. The market price at this 
time was 71 cents per ounce. 

After the passage of this act the market price of silver rose almost immediately 
to 90+ cents. However, so much silver came into the market that the price 
dropped to 59 cents in June 1947. Thereafter, because all domestic silver was 
going to the Treasury the price rose gradually until today it is about 90.5 cents 
per ounce or equal to the Treasury buying price. 


Senator Green. Thus, we see that subsequent actions have at- 
tempted to carry out the intentions expressed in the Silver Purchase 
Act of 1934, to raise the market price of silver. In 13 years’ time the 
market price has been forced from a price of 35 cents per ounce to 90 


cents per ounce, but during this period, domestic producers have been 
paid a price never lower than 65 cents and always higher than the 
market price. In the words of the Wall Street Journal on June 1, 
1955 [reading]: 


The silver mining industry can boast another honor, it. has the distinction of 
being probably the inventor, at least in the United States, of price-support and 
stockpiling schemes for its own benefit. 


I ask permission to have this entire editorial, entitled “Silver 
Service,”’ incorporated in the record at this point in my remarks. 

Senator Douetas. That will be done. 

(The document referred to is as follows:) 


[Wall Street Journal, June 1, 1955] 
SILVER SERVICE 


Silver a few days ago achieved a kind of parity with gold. Private buyers paid 
more for it than the 90.41 cents an ounce which the United States Treasury stands 
ready to shell out for it if it is mined in this country. 

For the past 22 vears this has not been the case. In 1933 American silver pro- 
ducers began receiving this special treatment, and it has amounted to a very sub- 
stantial annual subsidy, since for almost the whole of those 22 years the market 
price has been far below the Treasury’s buying price. 

In contrast, gold, though much more widely regarded as a useful monetary 
standard, has sold most of the time at prices equal to or higher than the Treasury 
would pay for it. Silver, always jealous of gold, can now boast that it, too, stands 
on its own feet. 

The silver mining industry can boast another honor. It has the distinction of 
being probably the inventor, at least in the United States, of price-support and 
stockpiling schemes for its own benefit. There was a Treasury silver-purchase 
program as far back as the 1870’s—long before the American farmer had thought 
of any such thing. Of course, since the present silver programm was started in 
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1933, other interests have caught on. Elaborate and permanent schemes of the 
same general kind, covering major farm commodities, have been adopted, and the 
idea also has spread to additional metals, including lead, zinc, mercury and others. 

But silver has a special magic of its own, by which even the Treasury benefits. 
Even though it pays more for silver than it’s worth, it manages to make a ‘‘profit’”’ 
on it—a secret which would be invaluable in the commercial world. The 
moment Uncle Sam buys an ounce of silver at 90.41 cents he lists it as an asset 
worth $1.29. Then he issues silver certificates on the basis of that new value 
This process is called seigniorage, in reverence for the lords and kings who used. 
to steal from their subjects in a similar manner. 

You’ve prey got some of these certificates in your pocket right now. If 
you turned them in for the silver (in accordance with the promise on their face) 
you would, of course, lose about 30 cents of each dollar so exchanged. For- 
tunately, however, Uncle Sam will accept such bills in full payment of taxes on 
the $1.29-an-ounce basis of value. So Uncle Sam is rightly regarded in a better 
light than those old lords and kings. 

Yet it is obvious that the Government could issue paper money of this kind 
without bothering to accumulate all that silver. It’s got about 3 billion ounces 
of it, 15 times the world’s annual production at the present rate. That’s far in 
excess of any other stockpile in relation to output. Furthermore, this is one 
hoard that can’t possibly have any real use in a war emergency. 

Thus the silver stockpile is the first to have been started, relatively the biggest, 
and also the most useless. Quite a record for an industry about as big as the 
manufacture of gloves. 


Senator Green. I would also like to include an editorial which 
appeared in the New York Times on July 20, 1955, entitled “Silver 
Folly.” 

Senator Dovetas. That will be done. 

(The document referred to is as follows:) 


[New York Times, July 20, 1955] 


Sitver Foiiy 


As everyone knows who is familiar with the history of subsidies, it is an old 
old story that by the time the fallacious arguments which generated a given 
subsidy originally have been exposed there are always new and equally plausible 
arguments to step into their place. This week a Senate banking subcommittee 
has been listening to witnesses on a bill sponsored by Senator Green of Rhode 
Island and others which calls for the repeal of the so-called silver purchase legisla- 
tion. Under this law the Treasury is required to buy all newly mined domestic 
silver at a fixed price of 90% cents an ounce. 

On Monday the role spokaanan to appear on behalf of maintaining the 
present policy was Felix E. Wormser, Assistant Secretary of the Interior, And 
what was the burden of Mr. Wormser’s argument? Three-quarters of the silver 
mined in the United States, he pointed out, comes as a byproduct of copper, 
lead, and zine ores, and the maintenance of domestic production of these base 
metals for peacetime and emergency purposes represents a continuing national 
problem. 

This argument is a far ery from those to which the silver-purchase legislation 
was launched in the early thirties, when we were told it was going to start up the 
recovery process throughout the world by raising the price of the metal, and thus 
increasing the purchasing power of silver-using nations such as China. Anyone 
of reasonable intelligence must have wondered how it was proposed to increase 
the prosperity of China by raising the price of her currency while other countries, 
including our own, were depreciating their currencies for what they professed to 
believe was identically the same purpose. If this gargantuan contradiction 
escaped some persons at the time they were not to be kept in ignorance of its 
meaning for very long. By May 1936, China, the last of the great silver-using 
countries, had been driven off silver. 

If, as the American Secretary of the Interior says, such nonferrous metals as 
copper, lead, and zine represent “a national problem” then let us handle that 
problem on its merits. Let us not use it as an argument to shore up the case for 
our long diseredited silver-purchase program, which was not constituted for the 
purpose of helping the market for other base metals, but which purports to be a 
matter of currency policy. Prof. Lester V. Chandler of Princeton, who testified 
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in favor of the Green bill, was eminently correct in declaring that this subsidy to 
the silver producers was one of the least defensible of all subsidies, since its overall 
effect, unlike that of most subsidies, is not to lower prices to the consumer, but 
to raise them. 

Senator Green. When testifying before this committee last 
Monday, the Chairman of the Federal Reserve System, Mr. William 
MeC. Martin, referred to the silver purchase program as “‘peanuts, 
absolute peanuts.” Senator Douglas’ answer to this statement was 
quite appropriate, that is: “Peanuts are peanuts and I cannot dismiss 
as mere peanuts $20 to $30 million.”” This “peanut” program involves 
nearly 3 billion ounces of silver, and the Treasury is required to accept 
currently an additional 35 million ounces annually. 

May I refer to these silver purchases for a few moments. These 
purchases and the subsequent transactions have been surrounded 
by a mystic haze through which penetrate such frightening terms 
as “‘seigniorage’”’ and ‘‘brassage,’’ strange values such as $1.2929, 
and last, but not least, that magic term which ends all arguments, 
“monetary value of silver.” This is the secret password and by 
waving a magic wand silver is immediately transformed to a value of 
$1.2929 per ounce, despite the fact that its real value hes varied from 
35 cents to the present-day price of 90.75 cents. No wonder the 
average person does not understand the silver purchase laws, or what 
they do to our monetary system, or how they affect our industry. 

Without going through the transactions which take place when 
domestic silver is brought to our mints, the Treasury shows on its 
books as an asset about $800 million worth of silver which does not 
exist. The Treasury has taken a profit, but only through placing a 
fictitious value on the silver remaining in the Treasury. This profit 
is taken at the expense of the backing behind the silver certificates 
which we carry in our pockets; and the Chairman of the Federal 
Reserve System calls this ‘‘peanuts.” 

This bill, S. 1427, which I am sponsoring, simply repeals the laws 
which have permitted this operation involving billions of dollars. No 
attempt is now made to alte the problem of what will happen on 
the day of reckoning when the Treasury has to realize some value for 
this useless hoard of silver buried in the vaults of West Point. My 
bill simply attempts to stop further purchases of silver and to restore 
a free and open market for silver in this country. This will free our 
monetary system of additional burdens and at the same time free 
American industry from the foreign yoke which now controls the 
supply and price of market silver. 

I have been distressed to find that the Secretary of the Treasury 
has not taken affirmative action in seeking the repeal of these silver 
purchase laws. It is distressing to find that the Treasury takes a 
position which in effect is that a little unsound money does not bother 
them. This is a dangerous principle to follow. The Secretary of the 
Treasury has a responsibility to do everything in his power to keep 
our monetary system on a sound basis. He should not permit the 
mining industry to benefit through the dilution of our currency reserve. 

The Chairman of the Federal Reserve testified that he has no 
interest in continuing the silver purchase laws but he, too, compro- 
mises by taking the position that they are only a little unsound, and 
there is no need to worry. It is unfortunate that our Treasury and 
Federal Reserve System cannot be forthright and recommend the 





REPEAL OF SILVER PURCHASE ACTS 109 


repeal of laws which they admit are unnecessary and unsound. S. 2829, 
introduced by me on January 11, 1950, provided for the repeal of 
certain legislation relating to the purchase of silver and was similar 
to S. 1427, the measure now under consideration by your committee. 
In a letter to the late United States Senator Burnet R. Maybank, 
then chairman of the Senate Committee on Banking and Currency, 
on May 26, 1950, Mr. S. R. Carpenter, Secretary of the Board of 
Governors of the Federal Reserve System, wrote in support of S. 2829, 
and I quote: 

For the reasons indicated, the Board believes that enactment of 8. 2829 would 
be in the public interest. 

I trust the Board of Governors is stil! of the same opinion. 

It is distressing, although understandable, that the Interior Depart- 
ment should not be in favor of the repeal of these laws. I am certain 
that its concern for the mining industry is genuine, but it would 
appear from the testimony of Assistant Secretary Wormser last week, 
that they have overestimated the effect which repeal would have on 
the mining industry. This gentleman admitted that the copper in- 
dustry was certainly in very fine shape. He was apparently not aware 
that the subsidy benefits provided through the silver purchase laws 
were inequitable in that only one-half of the lead-zinc producers have 
any silver in their ore. Now that these and other points have been 
brought to the attention of the Department of the Interior, we should 
be able to count on support from them in the enactment of this bill. 

Senator Dovetas. Do you expect to get it, Senator Green? 

Senator GREEN. I have no such expectation. I say we should. 

Senator Doveuas. Ethically—ethically we should. Ethically we 
should be able to count on it. 

Senator Green. That is right. 

I noted with great interest the Department of the Interior’s com- 
ments on this bill, particularly the statement to the effect that many 
of the base-metal mines will suffer substantial injury if the silver- 
purchase laws are repealed. Assistant Secretary Wormser in his testi- 
mony stated, and I quote: 


Undoubtedly any loss of revenue would be injury to them, but I think they do 
pretty well. 


The record would appear to indicate that the large producers of 
silver have no need for a subsidy through silver. It has been stated 
that some small miners are in trouble. Possibly the large companies 
who are now making very substantial profits, would give considera- 
tion to helping the small miners through a decrease in the prices 
charged in processing their ore. 

Senator Dovetas. I hope this suggestion may be conveyed to the 
representatives of the large ore-processing companies. 

Senator Green. I join in that hope. 

Inasmuch as silver is mostly a byproduct, I hope that these com- 
panies will pass on to the small mines the full 90.5 cents per ounce 
they receive from the Treasury for such silver; and, that the smelters 
and refiners will give the small miner full credit for the metal con- 
tained in their ore. 

In conclusion, may I make a brief comment about a letter dated 
June 29, 1955, addressed to Senator Fulbright, chairman of the Bank- 
ing and Currency Committee, signed by 30 Senators, requesting that 
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hearings on this bill be indefinitely postponed. This letter was some- 
what distressing to me because, in effect, it attempted to try the case 
out of court. It was more than a simple request for postponement. 
It attempted to state as facts, matters which only this committee can 
determine. There were some statements in the letter which are sub- 
ject to question, and with the permission of the chairman, I intend to 
file for the record, within a few days, my comments on this letter. 

May I have that privilege, Mr. Chairman? 

Senator Doucias. Yes. That may be done. 

(The letter referred to is as follows:) 


Unitep States SENATE, 
CoMMITTEE ON RULES AND ADMINISTRATION, 
August 1, 1955. 
Hon. J. W. Fuisricat, 
Chairman, Senate Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


Dear Senator Fuusricut: I have at hand a copy of a letter dated June 29 
addressed to you by the conference of western Senators, requesting a delay in the 
holding of hearings on S. 1427, the measure I introduced for myself and other 
Senators which would repeal certain laws relating to silver. 

On Monday, July 25 I appeared before the Subcommittee on Federal Reserve 
of the Senate Committee on Banking and Currency and presented a statement in 
support of my bill. At that time I requested and obtained permission to have 
included as part of my remarks a letter commenting on the communication sent 
to you on June 29. It urged that hearings on S. 1427 be indefinitely postponed. 
In the interest of preserving the committee system long established in the Senate 
I am very much gratified that you took no action to postpone the hearings and 
that they were started by the chairman of the Subcommittee on Federal Reserve. 

The letter in question was most unusual and arguments were set forth against 
hearings on the bill which should properly be made before the committee at regu- 
lar hearings. I know you will agree that if groups of Senators are permitted in- 
definitely to postpone hearings in such a fashion, the regular legislative pro- 
cedure will be broken down and all that will be necessary indefinitely to postpone 
hearings on a bill will be to form a conference, designate some individual as sec- 
retary, and have him prepare a letter to the committee chairman, making any 
desired statements in opposition without fear of challenge. 

My bill, 8. 1427, would repeal certain legislation having to do with our monetary 
system. However, the second paragraph of the letter addressed to you stated 
that in the belief of the signers— 

‘“* * * no worthwhile result could possibly accrue to the silver-using industry 
or the country generally if this bill should be enacted into law, and that such 
enactment, if it should eventuate, would cause great harm to the domestic non- 
ferrous metal-mining industry.” 

That statement overlooks the fact that the laws which would be repealed by 
S. 1427 are laws relating to our monetary system. No mention is made of the 
fact that repeal of these laws would eliminate provisions in our monetary laws 
which are generally conceded to be unnecessary and unsound. Although the 
laws which S. 1427 would repeal are monetary laws, their primary function as 
stated in one of the laws is to raise the price of silver and also to fix above-market 
price to domestic producers. Your committee must determine whether there 
would be a worthwhile result in the repeal of monetary laws designed for these 
purposes. It is stated that the nonferrous metal-mining industry is to a con- 
siderable degree dependent upon these laws for its margin of profit. Obviously, 
if the nonferrous metal-mining industry is to be enabled to make profits through 
monetary legislation, other industries should be permitted to tie their profits into 
our monetary system. 

In paragraph 3 of that letter it is pointed out that 70 percent of our domestically 
mined silver becomes a part of the metallic reserves of our currency system at its 
monetary value of $1.29 per ounce. Nothing could more vividly illustrate the 
folly and unsoundness of this situation than to point out that the actual value of 
this silver is currently 90.5 cents per ounce, and not the arbitrary book value 
provided by law. The actual value of this silver in our metallic reserves varies 
with the market price. 
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Paragraph 4 of that letter points out that the New York market price and the 
Treasury selling price are approximately the same and claims that, therefore, no 
useful purpose would be served by attempting to repeal the silver-purchase laws. 
In view of the fact that the Treasury price to domestic producers is the same as * 
the market price, it would appear that the producers of domestically mined silver 
should not object to the popeal of the silver-purchase laws. 

I am sending a copy of this correspondence to Senator Paul H. Douglas, chair- 
man of the Subcommittee on Federal Reserve, with the request that he incorpo- 
rate it in the hearings and as part of my remarks on July 25, 1955. 

Yours sincerely, 


THEODORE FrRANcIS GREEN. 


Senator GREEN. I want to express my thanks to the cosponsors of 
S. 1427, Senators Bush, Douglas, Kennedy, Pastore, Purtell, and 
Saltonstall. Some are here today with statements in support of our 
bill. Also, I want to express my appreciation to Senator Kennedy for 
the very fine letter he addressed to Senator Douglas, chairman of the 
Subcommittee on Federal Reserve, on July 18, urging action on this 


bill. 
(The letter referred to is as follows:) 


Unirep States SENATE, 


Washington, D. C., July 18, 1956. 
Hon. Paut H. Dovet.as, 


Chairman, Subcommittee on Federa. Reserve Matters, 
Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 


Dear Senator: I was pleased to learn that your Subcommittee on Federal 
Reserve Matters of the Banking and Currency Committee has commenced hear- 
ings on §, 1427, the so-called silver purchase repeal bill, of which I am a cosponsor. 

t seems that everybody in the United States except a small number of large 
mining corporations realizes that there is no longer any sound economic or social 
justification for continuing a silver program requiring the Federal Government to 
spend unnecessary millions of dollars each year to support the price of silver and 
subsidize the producers of that silver. For many years the manufacturers of 
jewelry and the processors of silver have been forced, through the Government’s 
program of maintaining artifically high prices, to pay increasingly excessive prices 
for silver. During the past few years these increasing costs have had serious 
adverse effects upon the silver processing and jewelry industries, resulting in sig- 
nificant unemployment in the New England area, where many of these industries 
are located. The New England economy, as you well know, can ill afford to be 
further depressed—obviously Congress should take advantage of every oppor- 
tunity such as the repeal of the Silver Purchase Act to remove discrimination 
against that area. 

This unnatural program to maintain a guaranteed customer at a guaranteed 
price for the silver mining companies of the West might well be described as the 
forerunner of all of our price-support programs. 

The tremendous stockpile of silver owned by the Federal Government today 
makes it obvious that continuation of the silver purchase law cannot be justified 
as a national-defense program but, as indicated above, is simply and solely a 
method of subsidizing the silver mining interests. I do not believe the facts 
warrant subsidizing these interests, but I am certain that if subsidization is in the 
national interest it should be accomplished by means of a direct payment to the 
silver producers rather than by establishing artificial prices and imposing the 
burden of such subsidization upon the users of silver. 

The fact that hearings are being held by your Federal Reserve Subcommittee 
is indeed encouraging to those of us who have been attempting to secure the 
repeal of the Silver Purchase Act for many years, and I am hopeful that the 
committee will report out S. 1427 before the end of the session. 

Sincerely yours, 


Joun F. KENNEDY. 
Senator Doucias. Thank you very much, Senator Green. _ 
Senator Bennetr. Senator Green, I am not going to question you 
at length, but there are one or two points I would like to clear up. 


Is there in the present price of 90% cents for silver any subsidy to the 
silver miner? 
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Senator Green. It amounts to that. 

Senator Bennetr. You mean it amounts to no subsidy? 

Senator Green. No. As it happens for the first time they balance 
each other. 

Senator Bennett. So, interesting as this historical matter is, it is 
historical and does not affect the present situation? 

Senator Green. But there is no telling whether it will go up or 
down in the future and, therefore, from a monetary point of view, of 
the monetary system, it is undesirable. It will bear no relationship 
to the price at which silver is carried on the books of the Treasury. 

Senator Bennett. I am also a little disturbed with the last sentence 
in the third paragraph from the bottom of page 4. I am sure you do 
not want to leave in the record the inference that those statements 
make. I would like to read the sentence to you. It is on the last 
page, page 4. 

Senator GREEN. Yes. 

Senator Bennett. It is the last sentence in the third paragraph 
up from the bottom, in which you are discussing the condition of the 
silver miners. You say [reading]: 


Inasmuch as silver is mostly a byproduct, I hope that these companies will pass 
on to the small mines the full 90.5 cents per ounce they receive from the Treasury 


for such silver— 

Are you suggesting that there should be no smelting fees and that 

the large smelting companies should absorb those costs and pay the 

full 90.5 cents for the silver in the ore without that rae for smelting? 
Senator Green. I do not suggest that be done by legislation, but 


by the generosity of those who can afford to pay to those who feel they 


cannot afford to lose. 

Senator Bennett. In other words, you feel that the smelting com- 
panies should just absorb those costs in the cases of the mines who 
are having difficulties? 

Senator Green. That is a suggestion to them; yes, to that effect. 

Senator Bennett. Don’t you think maybe the silver fabricators 
could absorb the small costs that they pay for silver to put in, say, a 
place setting of plated ware so that it would be possible for the bride- 
groom, about whom Senator Douglas worried the other day, to get 
his plated ware for his bride a little cheaper? 

Senator Green. That is another way. But the trouble is not with 
the silver users, but with the silver miners. That is the evil that this 
bill is intended to correct. 

Senator Bennett. In other words, we are the devils and the angels 
live in New England. 

Senator Green. Thank you for the compliment. 

Senator Bennerr. It reminds me of the line from Pinafore, in 
wae someone said “It is greatly to his credit, because he himself has 
said it,” 

The other part worries me still more—the statement of hope “that 
the smelters and refiners will give the small miner full credit for the 
metal contained in their ore.”” Do you infer that — are not now 
making honest settlement with the miners whose ore they handle? 

Senator Green. That remark should be taken in connection with 
what preceded it. 

Senator Bennerr. I see. Then you assume that custom smelting 


in this country should be a free operation; no charge should be made 
for custom smelting. 
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Senator Green. No, I do not make that suggestion. I simply 
suggest that they be given a subsidy. 

Senator BENNETT. am trying to understand this now. You 
suggest that the smelting companies give the miners a subsidy by not 
charging them, if they are small enough, for the costs of smelting 
their raw ore. 

Senator Green. Well, I think the Senator should distinguish 
between what is to be provided by law and what is to be provided by 
business advice. 

Senator BennetrT. Well, this is interesting advice to a part of 
American business, that they should go into an eleemosynary situation 
and rebate their charges. 

Senator Green. That is right. 

Senator Bennett. For those people who they think are having 
difficulty paying them. 

That is ail I have, Senator. 

Senator Dovetas. May I merely add this comment—that the big 
producers have been weeping for the small producers, and the Senator 
from Rhode Island is merely suggesting that these tears can be trans- 
lated into action. 

Senator Gregn. That is correct. 

Senator Bennett. On that, may I go back to one more. The tears 
that have been started in this hearing, one way or another, are, I am 
afraid, not very effective. 

Somewhere in your statement, and I cannot turn to it quickly, you 
referred specifically to the copper industry. Just for the record, I 
would like to put in the record this table which shows the percentage 
of yield from the various metals obtained in complex ores, and the 
yield of silver from copper ores is 1.6 percent of the yield from the ores 
asa whole. (See p. 71.) So that there is another case of de minimus 
as far as the copper miners are concerned. 

Senator Dove.as. What about the price per pound, Senator? The 
price of copper is how much per pound? 

Senator Bennerr. The price of copper is much less per pound than 
the price of silver. 

Senator Doveuas. The price of copper is about 35 cents, is it not? 
What is the price of silver per pound? Troy measure it is $10.86. 
So that even though the content is only 1.36 percent in terms of 
weight—— 

Senator Bennett. The yield, the value of the silver is 1.6 of the 
a value of the ores in which copper is the chief constituent. That 
is all. 

Senator Doveias. Thank you very much, Senator. 

Senator Grexn. Thank you. 

Senator Dovetas. There is just one further question I would like 
to ask Mr. Leavens if he wound return to the stand. 

Senator Gremn. Mr. Chairman, may I ask to be excused. I have 
three other meetings at this same time. I would like to do what I 
can. 


Senator Dovetas. Yes, sir. Thank you very much for coming, sir. 
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STATEMENT OF DICKSON H. LEAVENS, COLORADO SPRINGS, 
COLO.—Resumed 


Senator Douc.ias. Mr. Leavens, on page 9 you mentioned that the 
mining industry ‘‘as I hear from those engaged in it in Colorado, is in 
a difficult position.’”’ In other words, this is hearsay evidence. 

Mr. Leavens. I attended some of the conventions of the Colorado 
Mining Association and I received their literature. 

Senator Douctas. Does not nearly every group feel it is in a diffi- 
cult position? 

Mr. Leavens. Well, that varies. They have not talked about sil- 
ver there very much, but they always want the price of gold raised. 
Now, however, gold is not so much of interest, and they are talking 
about uranium. So I don’t know just what the present situation is. 

Senator Dovuetas. Sixty-four percent of all silver delivered to the 
mints from Colorado comes from the New Jersey Zine Co., which in 
1954 delivered to the mints 1,561,000 ounces of silver, and that is 
63.8 percent of the total silver produced in Colorado. The New Jer- 
sey Zine Co. earned $3 million in 1954, and this is after taxes—and 
its earnings in the first quarter of 1955 were $1,207,000 as compared 
to $592,000 for the first quarter of 1954, or more than twice as much. 

In Montana, 94 percent of all silver delivered to the mints came 
from the Anaconda Copper Co., which in 1954 made $77,906,000 and 
in the first quarter of 1955 has earnings approximately 3% times what 
its earnings were in the first quarter of 1954. 

In Idaho, 84.6 percent of all silver delivered to the mints came from 
five companies—the Sunshine Mining Co., Polaris Mining Co., Bunker 
Hill & Sullivan Mining Co., United States Smelting, Refining & 
Mining Co., and the Silver Dollar Mining Co. We have the earnings 
figures of some of these. 

Sunshine earned $248,000 in 1954; Polaris, $280,000; American 
Smelting & Refining, $4 million; Bunker Hill, $287,000. 

In Arizona, 63.5 percent of all silver delivered to the mints came 
from Kennecott, Phelps-Dodge, and American Smelting & Refining, 
with Phelps-Dodge by far the largest producer. Phelps-Dodge, in 
fact, turned over more than half of the total amount of silver. Phelps- 
Dodge in 1954 earned $41,249,000, and the earnings for the first quarter 
of 1955 are 50 percent above the earnings of the first quarter of 1954. 

So that you are not dealing here with impecunious concerns, Mr. 
Leavens. 

Mr. Lzeavens. That is just the general impression I had gotten 
from attending meetings, that they want help. 

Senator Doveuas. Thank you very much. 

I will put into the record these three tables which I had prepared 
on the subject of newly mined domestic silver which comes to the 
mints and assay offices and sold on the world market during the cal- 
endar years 1952, 1953, and 1954, by States, by companies producing 
over 50,000 ounces; a table showing domestic silver delivered to the 
mints and assay offices by the top 10 companies; and the earnings 
figures which I have had prepared also. 

(The tables referred to are as follows:) 
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Corporate deliveries and profits of top 10 suppliers of silver to United States Mint, 
1954 


Amounts 





Anaconda Copper Mining Co. -...............-----.....---..----- ; 
Sunshine Mining Co 

Polaris Mining Co- : } 
Kennecott Copper Corp......--.-..-.------.----..- aes hei eh i oe . ’ 
Bunker Hill and Sullivan Mining & Concentrating Co__-_...-__- adi nes 4 | , 985, £ 
Phelps Dodge Corp i 9 | 41, 249, 391 
The New Jersey Zine Co illic 5 | 3, 092, 657 
American Smelting & Refining Co ; ! 21, 477, 610 
United States Smelt Refining & Mining Co , | 
SUV ee I ek el oak. te en cthawetinndScceswhes~~ ¢ 


ith ek dieiins abril Arcinaiigue nine eerliamaiiinete ed vineepnn= 


Sources: Amounts of silver, U. 8. Mint; profits, company annual reports for 1954. 
Senator Dovetas. Mr. Frankovich, will you come forward, please 


STATEMENT OF GEORGE R. FRANKOVICH, EXECUTIVE SECRETARY, 
NEW ENGLAND MANUFACTURING JEWELERS & SILVERSMITHS 
ASSOCIATION 


Mr. Franxovicu. My name is George R. Frankovich. I am the 
executive secretary of the New England Manufacturing Jewelers & 
Silversmiths Association with offices in Providence, R. I. The asso- 
ciation I represent has within its membership over 400 manufacturers 
in the jewelry field and a number of smaller manufacturers in the 
silverware field. Basically the type of jewelry manufactured by our 
members is typical of the type manufactured in the New England area. 
It is jewelry in the low- and medium-priced category as contrasted to 
the gold and platinum and precious-stone jewelry largely produced in 
the New York area. 

My association for the past 50 years has represented this industry 
on many types of legislative and other problems; and has been par- 
ticularly interested in those problems affecting the supply of various 
materials used in the making of our products. 

Silver, as well as many of the base metals—copper, tin, lead, and 
zinc—is an important material that many of our manufacturers use. 
For some it is the only metal used. Hundreds of others use silver 
periodically or include silver products as a permanent part of a broader 
line of products. 

During World War II silver was the lifeline of practically the entire 
industry. During the war days, as supplies of base metals were shut 
off, silver became the only metal that the industry could obtain for 
the manufacture of low- and medium-priced jewelry. The same inter- 
ests which would prevent the enactment of the bill under consider- 
ation by your committee operated to deprive us of silver in 1946 until 
the act of July 31, 1946, was passed, raising the Treasury price from 
71.11 cents per ounce to 90.5 cents per ounce. We continue, there- 
fore, to be vitally interested in the price and supply of silver as a 
commodity. 

Senator Doueias. Mr. Frankovich, Senator Green referred to that 
but did not develop it at any length. Could you tell us precisely 
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what happened. You say that the supply of silver was shut off. 
Could your members purchase silver from the big commercial com- 
panies? 

Mr. Franxovicn. The Green bill at that time, I understand, 
although I was not here at that time, had expired, the 71.11 cents 
bill. At that time, there was no method of purchasing silver, do- 
mestically mined silver, until finally, after legislation, a price of 90.5 
cents—— 

Senator Douctias. Could you not buy directly from the silver pro- 
ducers and smelters or could you not buy in the open market? 

Mr. Franxovicu. It is my understanding that foreign supplies 
were inadequate at that time. 

Senator Bennett. May I just clear my thinking up. Do I under- 
stand that domestic producers put on a complete cuales and silver 
was accumulated in warehouses and you could not get to it to buy it? 
That is the inference that I follow from your testimony, that it was 
available, but there was something that prevented you from acquir- 
ing 1t. 

Mr. Franxovicn. I think that the highly inflated war demand, 
and many of the controls were still on then, caused an exorbitantly 
high consumption of silver at that time, all out of proportion to the 
foreign supplies that were arriving. That is my understanding of it. 

Senator Bennerr. You are not accusing the silver producers of 
boycotting your industry by unilateral action of their own. You are 
complaining about the situation which was created by a number of 
factors, including the high war demand, the laws which restricted its 
use. 

Mr. Franxovicu. Basically we are complaining about the legisla- 
tive price that was set on silver at that time, for Treasury silver. 

Senator Bennett. All right. But the inference of your testi- 
mony—and I think what Senator Douglas has properly tried to get 
out—is not the question of price; it was the question of action out- 
side of the price which acted to deny you silver. Am I right? 

Senator Doucias. Yes, I think that was the inference in Mr. 
Frankovich’s statement. 

Senator Bennei1?r. That is the way I get it. 

Senator Dovetas. Is there anyone here who was connected with 
the industry in 1946—on the consuming end of the industry? 


STATEMENT OF DICKSON W. LEAVENS, COLORADO SPRINGS, 
COLO.—Resumed 


Mr. Leavens. Mr. Chairman, may I just present 1 or 2 things 
from my reviews in 1945 and 1946. 

In my review for the Engineering and Mining Journal for the year 
1945, I point out that during that year there were three kinds of 
silver in the American market—foreign silver, at 45 cents per ounce 
for industries considered most essential; the Treasury silver under the 
Green Act of 71.11 cents per ounce, for certain war industries; and 
domestic silver at 71.11 cents for nonessential uses. The distinction 
between uses of Treasury and domestic silver was removed by the 
War Production Board on May 25 and all distinctions in use on Au- 
gust 20, 1945. 

The Office of Price Administration ceiling price on foreign sil- 
ver remained through the summer at 45 cents, but this was too 
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low to attract metal. And on September 20, the OPA raised the 
ceiling to 71.11 cents, thus removing all distinction of price as well 
as of use. 

Then, in my review for 1946, I point out that the Green Act of 
1943 allowed the sale of free silver, so-called, that is silver in the gen- 
eral fund of the Treasury, to industry at 71.11 cents per ounce, and 
that expired on December 31, 1945. A bill for renewal had been 
passed by the House but not acted on by the Senate. Spokesmen 
for silver users in the House therefore secured the insertion of an 
equivalent rider in the Treasury, Post Office appropriation bill. In 
the Senate, however, supporters of silver producers altered this to 
make the price 90.3 cents for 2 years and $1.29 thereafter. 

But the bill as finally passed, on July 6, provided for the 90.5 cents 
per ounce. 

So there.were 6 months in there when the Green bill had expired and 


when the supply of silver was short, so that the industry was rather 
handicapped. 


Senator Dovetas. Thank you. 

Senator Bennett. May I just ask one question of Mr. Leavens. 
As I understood what you read to us, the last restriction was the 
restriction taken off by the OPA that allowed foreign silver to rise. 
Did they lift the ceiling entirely and allow it to seek its own level or 
did they change the ceiling to 71.11? 

Mr. Leavens. It raised the ceiling to 71.11 cents. That was on 
September 20, 1945. 

Senator Bennett. Was that approximately the world level or was 
it still below the world level? 

Mr. Leavens. Well, it is very hard to say what the world level 
would have been if there had been no restrictions. 

Senator Bennetr. But when they put it up to 71.11, did that permit 
a flow of silver into the country? 

Mr. Leavens. It undoubtedly helped the flow; yes. 

Senator Dovetas. It would i‘ very interesting to find out what 
happened during the 6 months between the time when the Green bill 
expired and the Silver Purchase Act of 1946 went into effect, raising 
the value of silver by almost 20 cents an ounce. That would be an 
extremely interesting contribution, not only to monetary history, but 
to political history as well. 


STATEMENT OF GEORGE R. FRANKOVICH, EXECUTIVE SECRE- 
TARY, NEW ENGLAND MANUFACTURING JEWELERS & SILVER- 
SMITHS ASSOCIATION—Resumed 


Mr. Franxovicn. I shall try and make a point of obtaining some 
of those facts for you, sir. 

Senator Dove.as. You were not connected with the industry at 
that time? 

_Mr. Franxovicu. I was not connected with the industry at that 
time. 

I do not profess to know the details of the part that silver pl-ys in 
our monary system. However, those of us who use silver in inuustry 
are aware of certain basic facts involving silver. We know that the 
Treasury has paid an above-market price for domestic silver ever 
since 1933, except on a very few occasions when the market price has 

66839—55—pt. 1-9 
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reached the Treasury buying price, such as now. We are also very 
much aware of the fact that nearly all domestic silver has gone to the 
Treasury because of the higher Treasury prices. Thus we silver users 
have been almost totally dependent on foreign silver. In the manu- 
facture of our products we should like very much to use American 
silver, produced from American mines, by American labor; but we 
cannot obviously afford to pay a price which has sometimes been as 
high as 35 cents per ounce above the market price. 

I know that the market price for silver is today controlled by 
Mexico. The American domestic producing interests tell us that this 
is true. I will quote from a speech made on September 26, 1949, by 
the general manager of the Sunshine Mining Co., which is the largest 
producer of silver from silver ore, in this country: 

Mexico, the No. 1 silver producer, is doing a very good job in stabilizing the 
market for its product. A variable part of the country’s production goes into 
domestic coinage, more when the market is weak, less when it is strong. Through 
the Benk of Mexico, the Mexican Government maintains an office in New York 
which buys up excess world silver and sells when the demand is heavy. 

Senator Doucias. May I say, Mr. Frankovich, that this is sub- 
stantially the statement which I made in earlier sessions of this 
committee, that Mexico seems to be manipulating the supply of 
silver in such a way as to affect the world price. 

Mr. Franxovicu. According to one of our biggest producers, sir, 
your statement is accurate. 

Senator Douauias. This statement of mine was questioned by rep- 
resentatives of the Government, who implied it was not doing this. 
I am very much interested in your testimony. 

Mr. Franxovicu. Just how good a job the Mexicans do is evi- 
denced by the fact that from January 16, 1953, until March 15, 1955— 
a period of over 2 years—the price of silver in the New York market 
was unchanged at 85% cents. Surely no one can maintain in the face 
of this situation that the price of silver in the market has anything to 
do with supply and demand. We sometimes wondered why the price 
was maintained precisely at that figure. We were told that this was 
the highest price at which the Mexicans could retain control; that 
during this period if the price had been higher, additional supplies 
might have come into the market or that coins of other nations could 
have been profitably melted and sold to the New York market. 
Then on March 15, 1955, apparently the Mexicans had taken care of 
the situation through foreign coinage operations and other deals which 
would absorb excessive amounts of silver which might otherwise go 
into the New York market. So today we have a price of 90.75 cents 
per ounce which is practically equivalent to the price paid the pro- 
ducers by the Treasury. 

We also know that all the domestic silver, currently around 35 
million ounces annually, which the Treasury receives from the domes- 
tic producers, is purchased at the rate of 90.5 cents per ounce. I do 
not know the details of this monetary arrangement, but I am sure 
that there will be monetary experts who may be able to explain it 
to you. 

I was interested, Senator, very much in your statement about 
attempting to cash in money. I would like to give a businessman’s 
version of what it means. 
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I have a certificate here in my pocket which says, among other 
things, that— 


This certifies that there is on deposit in the Treasury of the United States of 
America one dollar in silver payable to the bearer on demand. 


Let’s forget the monetary angle for a moment, and let’s take this 
same dollar. I understand that I can go to the New York market 
today and get approximately 1.1 ounces of silver for this dollar. 
Here in Washington I understand, if I can get any silver at all for the 
dollar—as a matter of observation, I just wonder whether there is 1.1 
ounces of silver in this coin. That is what I can get in New York 
for the certificate. 

Senator Dovetas. I believe it is seventy-seven one-hundredths and 
a fraction. 

Mr. Franxovicu. In other words, by doing business in Washing- 
ton, I get about 30 percent less metal than I would in New York. 
From that point of view, that is why silver legislation interests us. 

Again, I am sure there are monetary experts who could explain 
these machinations. To us, it does not pay to buy silver except in 
New York for this dollar. 

Senator DovGuias. You are not going to buy my silver dollar, 
then? 

Mr. Franxovicu. I can do better in New York, Senator. 

I am sure, however, that if I were to carry the books of my associa- 
tion on this basis, I would be in serious trouble. I cannot under- 
stand why we must tolerate laws which require a valuation for silver 
of $1.29 per ounce when its actual value is currently 90.75 cents per 
ounce and tomorrow may be worth something else. _ 

Senator Bennerr. May I interrupt at this point, just to clear up 
the fact that you can take this dollar in Washington and get silver at 
90.5 cents an ounce. The Treasury sold 200,000 ounces of it the 
other day at that price. So if you go to the right department and 
do not insist on silver coinage, which you do not want, but attempt to 
buy silver ingots, which you do want, you can buy them, as long as 
the price stays above 90.5 cents, at the same price you can buy them 
in New York. 

Senator Doveias. How long has the Treasury sold silver at 90.5 
cents? Is that not a unique sale on the part of the Treasury? 

Senator Bennett. It is my impression that the Treasury will 
probably continue to seil it as long as the world price stays above the 
90.5 cents, within the limits of its need for subsidiary coinage. 

Senator Dove.as. I predict if that happens, we will then have a 
move by the western Senators to raise the price of silver above 90.5 
cents to $1.2929. 

Senator Bennett. We appreciate good ideas wherever we get 
them, Senator. 

Senator Dovuctas. Well, I think it is coming. I am not advocat- 
ing it. I would be opposed to it. But on the basis of the past, that 
is what we may expect. 

Mr. Franxovicu: As a result of the Treasury above-market prices, 
it is obvious that the producers of silver have received a subsidy. 
Whether or not a subsidy to the producers is needed, is not for me to 
decide; but I wish to enter a violent protest against a subsidy which 
results from juggling our money system. 
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On July 18, 1955, the Assistant Secretary of the Interior for Min- 
eral Resources, made a statement to this committee, and I quote: 
The silver miner now has an assured market for his product at a price set by 
law. ‘The silver user, on the other hand, operates within an economy protected 
by tariffs generally high. 

I also notice that the tariffs for several items of jewelry and table- 
ware ranging from 15 percent in the case of some religious jewelry, to 
55 percent in the case of certain other articles of jewelry, have also 
been made a part of the committee record. I presume this was done 
to indicate that the industry has been accorded high and presumably 
exorbitant and restrictive tariff protection over the years. A study 
of the average tariff on silver, jewelry, and tableware indicated that 
it is in the vicinity of 30 to 35 percent. 

A superficial observation of this picture might lead a person to 
deduce that since the average tariff on all goods is something under 20 
percent, then the domestic silver-using industry is indeed highly 
protected. 

From the staff papers presented to the Commission on Foreign 
Economic Policy in February 1954, it is stated that— 

When it comes to measuring the “‘restrictiveness’’ of tariffs, the arithmetical 
average is a particularly slippery tool. 

It is quite evident that tariffs cannot be judged high or low simply 
by a glance at the ad valorem rate. A tariff is high when that tariff 
restricts imports regardless of how low that ad valorem percentage 
may be. It is low when it does not restrict imports no matter how 
high that ad valorem percentage may be. This fact was most clearly 
stated in a report accompanying the report to the President and 
the Congress from the Commission on Foreign Economic Policy last 
year which said: 

It is not made clear why a 50 percent rate establishes a valid dividing line 
between tariffs which should be reduced, maintained, or increased. Obviously 
the proper percentage depends upon the circumstances in each case, as to each 


item, and the fair amount under applicable standards may be more or less than 
50 percent. 


We have a number of rates of duty in excess of 50 percent which have survived 
20 years of trade-agreement negotiations. The protective incidence of those 
rates may, as a matter of fact, be very low as is indicated by evidence that despite 


the rate, foreign suppliers have captured a substantial part of the American 
market. 


Incidentally, the author of this statement is Senator Millikin. 

Senator Bennett. Well, Mr. Chairman, maybe this is as good a 
point as any to bring this up. That is a general statement which 
refers to tariffs on every conceivable kind of product, the whole tariff 
list. Could you supply the committee with figures which show the 
extent to which foreign producers have penetrated the domestic 
market for silverware, jewelry, and tableware? 

Mr. Franxovicn. I believe that could be furnished, yes, sir. 

Senator Bennerr. Could you give us an offhand impression? Do 
they sell 50 percent of the domestic business? 

Mr. Franxovicn. In my next paragraph, I go into that, if you 
bear with me, sir. : ( 

Actually let’s take a factual look at the protectiveness of jewelry 
and silverware tariffs. In 1938 and 1939, low- and medium-priced 
jewelry and silverware imports averaged about $2 million. In the 
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immediate postwar period, 1947, they were about $3 million. In 
1953 they were $14.5 million. 

Since domestic sales at the manufacturers’ level for 1947 were about 
$450 million, the value of the imports was about 3 percent of the 
domestic market. However, when these import figures are adjusted 
so as to add tariffs and to reflect their actual cost if they were pro- 
duced in this country, which is the only correct method of judging the 
impact of imports on the domestic market, their value will be approxi- 
mately $35 million, which is about 8 percent of domestic sales. 

Senator Bennett. That method of adjusting the figures is very 
interesting. But even after you adjust them, you have 92 percent of 
the domestic market, and I would say that is fairly restrictive for 
New England. 

Mr. Frankovicn. Senator, I think the important point is that 
while imports were practically nil about 8 years ago, they have risen 
quite a bit since, indicating the tariffs are not restricting major 
increases in the number of imports entering. 

Senator Bennerr. How major is the increase? You go back to 
1938 and 1939, in a depression, to get a low base, and then in 15 years 
you show an increase of only $11 million to $12 million in a business 
that produces $450 million. I go back to my old de minimus. I do 
not think that represents a serious threat to the marketing of American 
silver products. 

Before you do your juggling, you have got 97 percent of the market. 
I will take the 8 percent and say you have 92 percent, and I say that 
is a pretty effective tariff to shut out foreign competition. 

Senator Dove.as. The Senator from Illinois will agree with the 
Senator from Utah. 

Senator Bennett. Hurrah. 

Senator Dovetas. But I have some other comments to make. 

Mr. Franxovicn. May I try to answer that, sir? I would like to 
say this: There are many reasons why imports are or are not entering 
any one country. Tariffs can affect only one factor, the price of 
those products. I think that an increase in 8 years of from $3 million 
to $14.5 million is a rather good indication that present tariff rates 
are not particularly restrictive on many of the items included in this 
group. 

Senator Bennett. Well, are you saying to me there are many 
people in this country who would like to buy George Jensen patterns 
because they are more modern and a little different from the American 
patterns? If you are saying that, must you not also say that only 
the people who have that kind of money to spend can afford to indulge 
in the importation of foreign silver? 

Mr. Franxovicu. I think there are many factors, such as replace- 
ment and other items, that deter many Americans from buying the 
foreign silver pieces. 

Senator Bennett. Aren’t you glad? 

Mr. Franxovicn. I am rather proud of our industry for being able 
to provide the service—let’s put it that way. 

Senator Bennett. All right. 

Mr. Franxovicu. We feel this is rather constructive proof that the 
jewelry and silverware industry is by no means operating under a 

ighly protective tariff that even remotely approximates the type of 
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direct subsidy accorded the silver-mining industry. To those who 
contend that the silver subsidy and tariffs on manufactured goods are 
practically the same thing, I would be interested to know their reac- 
tion to a proposition that would put the manufacturing industry on 
the same subsidy basis as the mining industry. What would their 
reaction be to an agreement which would wipe out all tariffs on jewelry 
and silverware if the Government would buy all the silver and jewelry 
products of United States manufacturers at a price 30 percent higher 
than the manufacturers are now receiving. 

Senator Dovatas. Is this a proposition? 

Mr. Franxovicu. I go on to say, if our manufacturers of jewelry 
and silverware had not always operated in the atmosphere of 

Senator Doueuas. I want to find out whether this is a proposition 
or a rhetorical question. 

Mr. Franxovicn. This a a rhetorical question. I am trying to 
liken something to the present silver subsidy. It is indeed rhetorical, 
because, as I say, we have operated in the American atmosphere of 
free enterprise, we would not, of course, be delighted by such a deal. 

Senator Dovetas. That is, you do not believe in subsidies. 

Mr. Franxovicn. No, sir; particularly when they affect our mone- 
tary system. 

Senator Dovetas. But you do believe in tariffs. 

Mr. Franxovicu. We believe in some tariffs. 

Senator Doveuas. Tariffs on silverware. 

Mr. Franxovicu. Well, if this deal did take place, whereby the 
Government bought all of the silver products produced and put them 
in some pile someplace at West Point or otherwise, I am sure that the 
domestic industry would have no objection for the Government to 
issue whatever certificates or coupons or whatever else they wanted 
against that hoard. 

We manufacturers of silver products in New England, from time 
to time, are accused by the silver producers of making large profits. 
They then go on to say therefore we do not need the repeal of the silver- 
purchase laws. This is a generalized meaningless contention. Every- 
one engaged in business in this country naturally wants to make 
profits. We New England manufacturers will be very happy to see 
the mining industry operate profitably, and a casual glance at the 
statement of earnings of those companies in any financial paper will 
show that they are making profits. But I protest any profits which 
they may make at the expense of our money, and which result in 
a rigged and controlled market for silver. I submit that it is unfair 
for one segment of American industry to oon at the expense of an- 
other, through a phony money scheme. e believe that the silver- 
using industry which includes many other industries besides our 
jewelry and silverware industry, are entitled to a free and open market 
for silver. Enactment of S. 1427 into law will enable us to have such 
a market. We ask for no fixed prices; we ask that the laws of supply 
and demand determine the price. We believe that the American 
people, the miners and producers of silver as well as ourselves, will 
benefit under these circumstances. 

Senator Dovetas. Thank you very much, Mr. Frankovich. 

On page 5 you asked a rhetorical question of the silver industry, 
proposing that all tariffs on jewelry and silverware be wiped out if 
the Government would give a subsidy to the silver manufacturers. 
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I am going to make a proposition to you, and it is not rhetorical. It 
is an actual proposition. 

If we wipe out the subsidy to the silver industry, would your 
industry be willing to come in and request the abolition of the tariff? 

Mr. Franxovicu. Let me put it this way, sir. We in New England 
are called Yankee traders. There is a play on Broadway that calls 
us something else. And today we have at called angels. 

Do I presume in considering this proposition—and presumably the 
tariff would be set as the Tariff Commission now sets all tariffs 

Senator Bennett. The proposition was no tariff—zero. Am I not 
right? 

Senator Doveuas. That is right. 

Mr. Franxovicu. Perhaps I did not understand your question. 
Would you mind repeating it. 

Senator Dovetas. You say, “If you will give us a subsidy, we will 
wipe out the tariff.’ What I am saying is if we eliminate the subsidy 
to the silver producers, and the Government ceases to buy silver, thus 
reducing the price of the silver which you process, would you be willing 
to wipe out the tariff? 

Mr. Franxovicn. Senator, I cannot help thinking that you are 
trading horses for sheep. And right now we don’t need sheep. 

Senator Dove.as. No. What is happening is this. Everybody 
wants to protect his industry. The silver producers want to protect 
it by means of a subsidy and an artificially pegged price. You want 
to protect your industry by a tariff. You do not care very much 
what happens to the consumer as a result. So that the poor consumer 
gets pushed around from all sides. 

What I am proposing is a mutual nonaggression pact, so to speak, 
in which the silver industry no longer gets its subsidy, the price of 
silver goes down, and you no longer get a tariff. I do not see how 
you can come in here and ask on the one hand that the silver producers 
— not get a subsidy, but that you should get protection through 
a tariff. 

Mr. Franxovicn. May I answer that, sir. 

Senator Doveuas. Yes. 

Mr. Franxovicu. The Government has started a cycle, I believe, 
of regulation. One form of that cycle is artificial control of our pro- 
duction cost. 

Senator Dove.as. Well, I am proposing to eliminate that. 

Mr. Franxovicu. I said production costs. 

Senator Dovetas. Let your price of silver be determined in the 
free competitive market and then let the price of your silverware 
and jewelry be determined in the free competitive market, world 
prices for silver, world prices for the silverware and jewelry. 

Mr. Franxovicn. If all Government—— 

Senator Doveuas. If you have such faith in the law of supply and 
demand, why do you insist it shall be applied to the silver producers 
but not to you? 

Mr. Franxovicn. I think that the industry would consider that, 
sir, if you could eliminate all artificial controls and regulation of pro- 
duction costs, including minimum wages, labor relations acts, and 
so on, 

Senator Dovetas. Justa moment. What is your wage scale there? 

Mr. Franxovicu. What is our wage scale? 
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Senator Dovetas. Per hour. 

Mr. Franxovicu. It averages, I believe, around $1.60 an hour. 

Senator Dovetas. Well, the increase in the minimum wage from 
75 cents to $1 will not affect your wage costs. 

Mr. Franxovicnu. I am convinced that the present 75-cent legal 
minimum already affects that figure. 

Senator Bennett. May I ask the same question. I am sure you 
realize that the silver miner is subject to the same artificial restrictions 
to which you object. He is subject to the minimum wage, to the 
wage-hour law that limits the number of hours his miners can work. 
So that as far as those things are concerned, you stand on an even 
basis. So you cannot make the point that you have got to have those 
things eliminated in order to make it possible for you to get out from 
under the tariff without in the same voice saying that we who mine 
and sell silver have got to have the same privilege. So that it goes 
right back to the same position that Senator Douglas has so eloquently 
laid before you. 

Mr. Franxovicu. I was just going to say that I think in considering 
the tariff feature of this bill, first of all necessarily we must agree in 
any such consideration that we will probably consider only a tariff of 
equal restrictiveness, regardless of what that ad valorem rate might 
end up as. As I say, being Yankee traders, I think that the first 
thing my members would ask me is, do we understand as a part of this 
deal that all opposition to the repeal of the Silver Act will vanish? 

Senator Bennett. That is Senator Douglas’ proposal; it is not 
mine. 

Mr. Franxovicn. I see. Can you guarantee that, sir? 

Senator Dova.as. I cannot guarantee it, but I am in favor of the 
repeal of the Silver Act, so it is not necessary for me to give any 
guaranty so far as I myself am concerned. I say this. I have a lot 
of sympathy with you as consumers of silver. But what is distressing 
in this business of being a politician is to find that each particular 
group apparently feels the damage which is done to it by restrictive 
practices, but-accepts as proper and indeed fights for restrictive prac- 
tices when it benefits. 

Here you are coming in here, representing your group, wanting a 
lower price of silver and wanting the Government to stop purchasing 
silver, keeping the price artificially high—to which I agree. But at 
the same time, you have had something to do with writing the silver 
schedules, which keep out a lot of foreign silver and which therefore 
furnishes a wall behind which American costs and prices and profits 
rise, with the result that the domestic consumer pays more. 

It is this which makes the business of legislating frustrating and 
tends to make some of us at times pretty cynical about affairs. 

But what I am proposing is that we get a mutual disarmament in 
this; that if Congress can repeal the silver purchase acts so that the 
price of silver goes down, that you come forward in return and give 
up your tariff. This would be an enlightened self-interest on your 
part and would benefit the public. But you cannot increase the 
national income by decreasing each and every proportion of it. 

Mr. Franxovicu. I believe my industry would go along with that, 
sir, if all Government interference with production costs were also 
eliminated. 
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Senator Dovue.as. As I say, the minimum wage does not affect your 
costs. 

Mr. Franxovicn. I believe it does. 

Senator Doucias. You have a wage scale which is 24% times the 
present minimum and will be 60 percent above what we hope will be 
the new minimum. 

There is one further point. Suppose you get a reduction in the 
price of silver. Is there any guaranty you will pass this on to the 
consumer? 

Mr. Franxovicu. I believe that the laws of supply and demand will 
adequately cover that. 

Senator Doucias. They operate unless there are price agreements 
and cartels amongst the producers. Will the producers of flatware 
compete with each other? 

Mr. Franxovicu. I am prepared to talk about 200 or 300 jewelry 
manufacturers and about a dozen or two smaller silverware manu- 
facturers, and I am assured in my own mind that to my knowledge 
there is no price arrangement within that industry. 

Senator Douatas. Either jewelry or silverware. 

Mr. Franxovicu. To my knowledge, that is correct. I can assure 
you that the 200 or 250 small jewelers particularly are not in any price 
arrangement. 

Senator Dovetas. It is pretty hard to get a combination among 
250 small operators. What about silverware? 

Mr. Franxovicu. I am assured in my own mind the silverware 
industry is not. 

Senator Dovetas. Can you guarantee that? 

Mr. Franxovicn. I can guarantee that I have absolutely no 
knowledge of it, sir, nor do I believe in all sincerity that one exists. 

Senator Bennett. Well, Mr. Chairman, at this point perhaps it 
would be well to put some figures in the record. 

Between August 1951 and January 1953 the price of silver per 
ounce went down from 90.1 to 84.5, and the price of a sterling place 
setting went up from $22.91 to $24.79. Between April 1954 and 
January 1955 the price of silver stayed exactly even, and the price of 
a sterling place setting, same pattern, went up from $25 to $27.05. 

There is a perfectly logical answer to that. But I do not think 
we can assume under any circumstances that the price of silverware 
will follow the price of silver. 

Is that a fair statement, Mr. Frankovich? 

Mr. Franxovicn. I believe that the price of silver, as we all know, 
is only one item of production cost, and then it must again be taken 
in the whole picture. I believe it will have an effect. 

Senator Bennett. Taking a longer period of time, and m order to 
complete my record, since April of 1950 there has been a 31 percent 
increase in the price of this particular place setting of silver and an 18 
percent increase in the price of silver. The Senator has asked you 
whether if you get a reduction in the price of silver you are going to 
pass it on to the consumer. 

Senator Dovetas. But I would say other things being equal. 

Senator Bennett. Of course they do not operate on the other- 
things-being-equal basis, and neither does any man who is in business. 
He operates on the facts. 
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I have some material which will further demonstrate this. I do not 
want to interfere too deeply with your questioning. But I think I 
can show the other things that are not equal before we get throught 

Senator Dove as. I want to bring out a few facts for the record. I 
take it that during the last 5 years about 100 million ounces of silver 
have been used in industry and the arts. 

Mr. Franxovicu. I understand it has been in that vicinity. 

Senator Dovueias. How much of this has been used in the manu- 
facture of sterling ware, plated ware, and jewelry? 

Mr. Franxovicu. I am not thoroughly acquainted with the sterling 
or plated ware figures. I estimate there are between 7 million and 10 
million ounces used in the jewelry and novelty industry. I believe 
at one time I saw some figures of something around 40 million for 
jewelry and silverware. 

Senator Dovucias. My information is that all three of these uses 
take about one-half. 

Mr. Franxovicn. That is approximately correct. 

Senator Doucetas. Is it true that about a third of our commercial 
silver consumption is used primarily for the photographic industry 
and also for pharmaceuticals? 

Mr. Franxovicn. I cannot answer that, sir; I do not know. 

Senator Dovatas. I believe that is approximately right. And 15 
percent for other uses, such as brazing, the electronics industry, auto- 
mobile parts, plumbing and heating equipment, and so forth. 

When you advocate a free rather than a pegged market for silver, 
you believe that a lower price would increase the industrial consump- 
tion of silver. 

Mr. Franxovicn. It is reasonable to believe that it would, yes, sir. 

Senator Dovetas. Do you have any estimate as to what would 
happen if the price of silver were to fall 20 cents an ounce? 

Mr. Franxovicn. I could not try to estimate. 

Senator Dovetas. Would a free market for silver increase the con- 
sumption of the products of New England manufacturers of jewelry? 

Mr. Franxovicn. I believe it would. 


Senator Dove.as. In other words, people would have more oe: 


This is something to be desired, if it is agreed that peop 
jewelry. 

Mr. Franxovicu. I believe so. 

Senator Dove.as. I hope that next time you will consult with your 
members and come in with an offer to reduce tariffs if the premium on 
silver is eliminated. 

Mr. Franxovicu. J think we will listen to your suggestions, sir. 

Senator Douctias. You know it is extraordinary how people believe 
in a free market in everything except the product which they sell. 

Senator Bennett. There are a number of questions I would like to 
ask you, Mr. Frankovich. 

I would like to take you back to your statement where you quote 
from a speech made in September 1949 by the general manager of the 
Sunshine Mining Co. and you say “I know the market price for silver 
is today controlled by Mexico.” Is 1949 still today? you basing 
your statement on that speech, which is now 6 years old? 

Mr. Franxovicu. It is my uaderstanding that during this postwar 
period, the basic situation has not changed from this statement here. 

Senator Bennett. You also say: 


e want 
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Then on March 15, 1955, apparently the Mexicans had taken care of the 
situation— 


I am skipping a few words— 


and so today we have a price of 90.75 cents per ounce which is practically equiva- 
lent to the price paid the producers by the Treasury. 

Do you want the committee to believe that the recent rise was 
manipulated by Mexico? 

Mr. Franxovicu. I can see no evidence that Mexican manipulation 
has basically decreased from what it was in 1949. If manipulation 
was present then, there is reason to believe it is present now. And I 
would not be surprised that the Mexicans are very much aware of the 
fact that silver is 90.75 per ounce and may have something to do 
with it. 

Senator Bennett. If this law is repealed, do you think Mexico will 
ceese its manipulations and allow the market price to drop? 

Mr. Frankovicu. I think their manipulations would be much less 
effective, since we are pouring some 30 million ounces of silver into 
the world market. 

Senator Bennett. We are also pouring silver into a deficit world 
market, and are there not other strengths in the market besides what- 
ever temporary strength the Bank of Mexico can develop through 
manipulation? We have operated for 6 years with a deficit of approxi- 
mately 160 million ounces. There is a rapidly increasing industrial 
use. I hope for your sake there is an increase in the use for silver- 
ware and jewelry. All of these tend to force the price up. 

I will ask you again the same question that Senator Douglas asked 
you; if you believe that if we repeal this law the price would break, 
how far do you think it would break in light of all these situations 
which we cannot eliminate in a practical sense? 

Mr. Franxovicu. All other chistes being equal 

Senator Bennetr. Wait a minute. What do you mean by “all 
other things being equal’’; that we are going to operate in a vacuum 
and just going to allow a mathematical calculation of the effect of the 
percentage of the American production in relation to the world pro- 
duction to operate? 

Mr. Franxovicu. Isn’t that what you are asking? 

Senator Bennett. No, I am asking you in a practical sense, with 
Mexico still down there trying to manipulate, with all of these other 
forces in the market tending to increase the deficit and widen the use 
of silver, how much do you believe in a practical sense the market 
will break? 

Mr. Franxovica. I think it is an impossible mathematical calcu- 
ation. 

Senator Bennett. It is impossible also to make that calculation on 
the basis of all other things being equal and have it mean anything. 

Mr. Franxovicu. Right. 


Senator Bennerr. Well, I am going to suggest a possible figure 
and discuss it with you in a minute or two. 

You say at the bottom of page 3—and I am giad Senator Douglas 
talked with you as he did about your self interest— 

Whether or not a subsidy to the producers is needed, is not for me to decide; 


but I wish to enter a violent protest against a subsidy which results from juggling 
our money system. 
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Are you not entering a protest against a system which increases 
your cost? 

Mr. Franxovicn. I don’t follow your question. 

Senator Bennerr. Are you down here as a monetary expert or are 
you down here representing the users of silver? Is not your objection 
to this bill the fear that it will either prevent a decrease in your costs 
or result in an increase in your costs? 

Mr. Franxovicu. Basically I am interested in silver as a commodity. 

Senator Dove.as. That is perfectly legitimate. 

Senator Benner. That is right. I am not saying it is not. But 
in his statement he tries to get over onto the monetary side, and I 
do not think he belongs there. 

Senator Dovetas. Everyone likes to bring in general philosophic 
justification for their own self-interest. It is just a common tendency 
of mankind, not peculiar to Mr. Frankovich or the association he 
represents. 

Mr. Franxovicu. Thank you, sir. 

Senator Bennett. I will agree with the Senator. 

On page 4 you say: 

A superficial observation of this picture might lead a person to— 
and I am correcting a word here— 
deduce that since the average tariff on all goods is something under 20 percent— 


How do you arrive at that average? Is that a figure arrived at by 
taking the total list of tariffs, adding them up and dividing them? 

Mr. Franxovicn. That statement is made in the same report I 
cite earlier. 

Senator Bennett. Is it a weighted average or just a straight 
arithmetical average? 

Mr. Franxovicu. I would be glad to study the report and give 
you that answer, sir. 

Senator Bennett. I had expected to question you about this tariff 
proposition, but Senator Douglas took that off my hands. 

Senator Dovatas. I hope the Senator from Utah has become such 
a low-tariff man that we may now expect his support when we seek 
to liberalize the tariff. I hope very much that this exercise has con- 
vinced him of the great advantages of reduction in the tariff. When 
I was trying to reduce the tariff still further and make the Reciprocal 
Trade Act more of an instrument for expanding international trade, 
reducing tariffs, I regret to say I did not notice the Senator from 
Utah rushing to my support. 

Senator Bennett. The Senator from Utah was enjoying the fight 
on the sidelines. 

Senator Dovatas. I hope the next time you will get into the fray 
and join the low-tariff group, of which I am proud to be a member. 

Senator Bennett. One of the questions that has been discussed at 
some length, and on which there still remains the need to get an answer, 
is the question of the possible affect on retail prices of a break in the 
price of silver. 

I have here a place setting of silverplate. Can you tell me how 
many troy ounces of silver there are in this place setting. 

Mr. Franxovicu. I cannot, Senator. You need an assayer, first 
of all, to determine that, and a metallurgist to see what the content 
was and what the fineness of that plate is. 
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Senator Bennetr. Well, my information is that average place set- 
ting of silverplate requires approximately five-eighths of 1 ounce of 
silver. At 90 cents an ounce, the value of the silver in that place 
setting is 6 cents. 

Senator Dovetas. For the whole thing—only 6 cents’ worth of 
silver in this? 

Senator Bennett. I am sorry. Let me go back. Assuming a 10- 
cent drop in the price of silver, the difference is 6 cents. It is approxi- 
mately 54 cents, 

Senator Dova.ias. That is not peanuts either. To hard-pressed 
people, 6 cents may be a great deal. Not to the Chairman of the 
Federal Reserve Board, not to the Secretary of the Treasury, but to 
hard-pressed people. 

Senator Bennerr. All right. To the man who buys the silver- 
ware, it is 1.1 percent of the retail selling price. Is that not so low 
that actually you could follow up the suggestion that was made by 
Senator Green, and you would give the silver in that set to the man 
who is going to buy the set at a cost to you of only 6 cents—— 

Mr. Franxovicn. Sir, you should see what trouble we have getting 
a 2-percent discount for cash. 

Senator Bennett. Well, I am sure that is right. 

Senator Doveatas. I do not want to interfere with the Senator, but 
I think of the old song that every little bit added to what you have 
got makes just a little bit more. 

Senator Bennett. You should have Senator Green back and hear 
us sing that, because I am just following the line he opened for me. 

Assuming a cut in price of 10 cents an ounce, and my own guess is 
that with all these other factors it would not go below that, if it went 
so far, we would affect the cost of this plated place settimg by 1.1 
percent of its present retail price. I have been in business and [ 
know that that is not a completely fair comparison, because the retail 
price contains a lot of markups, so that the cost would be multiplied 
perhaps to 3 or 4 percent. 

I have a sterling place setting. My information is that there are 
7.5 ounces of silver in the sterling place setting, which retails for $27. 

Senator Dove as. Well, 7.5 ounces at present prices would be 
$6.75, or one-third of the price. 

Senator Bennett. In this case, that is the whole raw material. 
It is one-fourth of the price. 

Mr. Franxkovicu. Other than some steel perhaps. 

Senator Bennett. That is right. The variation in the price of 10 
cents an ounce would reduce the cost of the raw material in that set 
approximately 75 cents. If you were to multiply that by 2 or 3 to 
represent the markup, you would be taking about 10 percent of the 
actual retail price, or less than 10 percent. 

Senator Dovatas. That is not peanuts either. 

Senator Bennett. When you look at that, in the face of the fact 
that whenever the price of silver has dropped over the past 5 years, 
the price of these articles has continued to go up, you can see that the 
hope that by breaking the price of silver, you can actually reduce the 
price to the poor bride m—and, Senator, at this point, out in- my 
country, it is the aia guests who buy the silver, not the bride- 
groom. 
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Senator Dovetas. If you have prosperous friends. 

Senator Bennett. It is either the wedding guest or the bride’s 
or I think the bridegroom rather expects the bride to provide 
the silver. 

Senator Dovetas. Well, I will weep for them, too, both for the 
guests and the bride’s family. 

Senator Bennett. Just for the record, although I do not think it 
is so important in this general discussion, because obviously Mr. 
Frankovich has nothing to do with the film industry, I have a package 
of 620 film which retails for 45 cents. There is approximately from 
0.75 to 1.25 cents’ worth of silver on that film. If the price of silver 
dropped 10 cents, you would be talking about two-thirds of a cent to 
1 cent in the cost of the film. The difference becomes greater when 
you look at a movie film. I have here a 100-foot roll of 16-millimeter 
movie film. The amount of silver on that film is from 1.5 to 3 grams. 
A variation in the price of silver at 10 cents an ounce would reduce 
the cost of material going into that film from half a cent to 1 cent in 
a 100-foot roll. 

All of these, I think, are de minimus. 

I have one other loaded question. If the silver fabricators feel 
that they want, and your testimony says you are very anxious to 
use domestic silver in your product, can you tell the difference between 
domestic silver and Mexican silver when you get it in your plant and 
the identifying marks are off the ingot? 

Mr. Franxovicu. Only after we have looked at our books, sir. 

Senator Bennett. So silver is silver, regardless of where it comes 
from. If you want to use domestic silver and you feel that the price 
has been held up too high, have there been any cases in your industry 
where your industry has attempted a vertical integration and bought 
itself a silver mine and cut out all these middlemen and all this 
Government subsidy and taken advantage of the opportunity to get 
silver at a price cheaper than its competitors? 

Mr. Franxovicu. Perhaps it is something to think about. 

Senator Bennett. Do you know whether it has ever been done? 

Mr. Franxovicu. I don’t know whether it has been done. 

Senator Bennett. Well, you talked about the Yankees and by 
inference indicated that they are very smart traders. I think the 
Yankees of New England are too smart to go out into the West and 
take on the risks and difficulties of a mining operation. But here is 
one way that you can squeeze the water out of your silver price. 

Senator Douauas. Are there any mines that are ready to sell? 

Senator Bennett. I am sure there are lots of them. 

Senator Dovenas. And any processors out there, smelters? 

Senator Bennetr. Senator Green will fix it so they do not have to 
worry about smelting. That is going to be given to them. 

Senator Doveias. Are you suggesting that the New England 
jewelry manufacturers of North Attleboro should purchase the 
Anaconda Copper Co.? 

Senator Bennett. No; but there are plenty of little silver mines 
that have been teetering on the edge. of course, Anaconda gets its 
silver largely as a byproduct from its copper, and while these people 
use some copper, I do not recommend them going into that. 

Senator Dove.as. Seventy-five percent of the silver comes as a 
byproduct of copper, lead, or zinc. 
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Senator Bennerr. They could get themselves a nice little mine 
which is largely silver. There are some of those out there. 

Well, I am through, Senator, thank you. 

Senator Doveias. Thank you very much, Mr. Frankovich. 

The final witness this morning is Mr. James B. Dickey, president 
of the Silver Users Association. 


STATEMENT OF JAMES B. DICKEY, PRESIDENT, SILVER USERS 
ASSOCIATION 


Mr. Dickey. My name is James B. Dickey. I am president of the 
Silver Users Association, with offices in Washington, D.C. I am also 
vice president of Tiffany & Co., located in New York City, with 
manufacturing plant at Wewerk. N. J. 

Senator Dove.as. This is just a little bit of Americana, but is the 
name of Tiffany over the door of Tiffany yet? 

Mr. Dickey. I would like to say, sir, that New York State passed 
a law that made us put our name over the door. 

Senator Doucias. Required you? 

Mr. Dicxny. Requires us. Otherwise it would not be there. 

Senator Dovcias. That is the first time in how many years? 

Mr. Dickey. Certainly a very great number of years. We were at 
5th Avenue and 37th Street and never had our name there. But 
when we moved up to 57th Street, we were required by State law to 
put our name over the door. 

Senator Douc.ias. You felt for many years that the reputation of 
Tiffany was such that you did not need to tell the community who you 
were. 

Mr. Dicxry. That is right, sir. 

Senator Dovcias. Almost unique, I may say, as far as America is 
concerned. 

Mr. Dickey. Thank you, sir. 

Members of the Silver Users Association use approximately 70 per- 
cent of the silver consumed in the United States. Members of the 
association include manufacturers of photographic film and photo- 
graphic paper, sterling silver and silver-plated flatware and hollow- 
ware, jewelery, mirrors, and industrial products containing silver, such 
as brazing alloys, solders, and so forth. In 1954 the manufacturers of 
sterling silver and silver-plated ware and jewelry used about 45 per- 
cent of the total consumption. The amounts of silver used in industry 
as distinguished from the arts is on the increase. 

In 1954 the silver-using industry used an estimated 85 million ounces 
of silver all of which, excepting possibly a few thousand ounces, came 
from foreign courses. United States domestic production was approxi- 
mately 36 million ounces of silver, practically all of which went to the 
United States Treasury. It is this latter situation with which we of 
the silver-using industry are concerned. Enactment of S. 1427 into 
law would make available in a free and open market the domestic 
production of this country. 

Under the laws which 3 1427 will repeal, the Treasury must *ccept 
all newly mined domestic silver which is offered within 1 year of the 
production date. In exchange for such silver, the Treasury pays 90.5 
cents per ounce. This rate has been in effect since 1946. During this 
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period, the New York market price for silver has varied from about 60 
cents per ounce to 90.5 cents per ounce. The market price is now 
90.75 cents per ounce. The price from January 1953 until March 
1955 was maintained at 85.25 cents per ounce. It has been around the 
90-cent level since May 18 of this year. The above-market price 
paid by the Treasury in accordance with the silver purchase laws has 
resulted in nearly all the domestic silver being offered to the Treasury. 
The users of silver have been dependent on foreign silver. The 
supply of this foreign silver is controlled by foreign interests. To 
substantiate this statement, I will quote excerpts from statements 
made by Francis H. Brownell, formerly chairman of American Smelt- 
ing & Refining Co., on September 1, 1950: 

The United States production is always sold to the Government whenever the 
outside market price is less than 90.5 cents. The nation producing the most 
silver is Mexico, and for the last 3 years Mexico has been able to stabilize the 
price by withdrawing and itself purchasing the Mexican production of silver 
whenever the price drops below some point which it determines. This, during 
the last 3 years, has been close to 70 cents. Then, when demand comes back or 
increases, Mexico has been able to sell its accumulation at more than 70 cents. 
This Mexican action has effectively steadied the price within a few cents of 70 
cents per ounce. There is every reason to believe that Mexico will continue this 
policy as long as the United States production is not sold on the open market. 
The various taxes on silver are very important to the Mexican Government. 
They vary up and down with the silver price. Mexico has apparently decided 
that a price in the early seventies (cents per ounce) is the most feasible under 
present conditions. She probably can maintain that price level so long as con- 
sumer demand requires some Mexican silver, while United States production is 
all sold to the United States Government at 90.5 cents per ounce. 

But if the silver purchase laws are repealed and United States production 
comes back upon the open market, it will be impossible for Mexico to steady the 
price, and the wild prices heretofore described will prevail. 

Mexico has been able to steady the price notwithstanding the fact that there 
also have been offered in the market silver bars and the silver content of coins 
formerly used by various foreign countries. 


Senator Dovetas. Mr. Dickey, I hope you will send a copy of your 
statement with this passage marked to the Assistant Secretary of 
Interior, Felix Wormser. 

=. Dickey. I should be very delighted to have him have a copy 
of this. 

Senator Dove.as. I would appreciate it. 

Mr. Dickey. It is camo submitted that this statement 
clearly shows without any doubt that the Mexicans control the supply 
and price of foreign silver. 

We contend that the Treasury does not need the silver-purchase 
laws which have resulted in all domestic silver going to the Treasury. 
The Treasury now has nearly 2 billion ounces of silver, and in 1957 
should receive about 400 million ounces in return for silver lend-leased 
during World War II. 

To further our contention that the Treasury does not need any 
more silver, I should like to invite your attention to statements made 
before this committee by the Under Secretary of the Treasury, W. 
Randolph Burgess, on July 13, 1955, and I quote: 

In short, from a monetary standpoint, the legislation which would be repealed 
by 8. 1427 is not necessary and the Treasury would have no objection to its repeal. 

If this legislation were repealed, we could operate under the re Lan 


visions of law to meet the coinage and currency requirements of the United 
which are related to silver. 
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And, finally, he stated: 
Silver has today a secondary, not a primary monetary role. 


I do not know what more the Under Secretary could have said in 
support of our contention. 

Senator Doveias. Well, Mr. Dickey, in all kindness, the Under 
Secretary could have said a lot more in support of your contention. 
He declined to take any stand upon the bill whatsoever, and said that 
he was not recommending its passage or its defeat. He took a per- 
fectly neutral stand on the bill. I think you are letting the Treasury 
off more easily than it deserves. 

Mr. Dickxry. What I really meant to say there is that he said every- 
thing that was necessary to be said in that we do not need this legis- 
lation, we can operate perfectly without it. He did not come out in 
favor 

Senator Douaias. Were you not disappointed in the answer he 
gave? 

Mr. Dickey. Yes, sir. 

Senator Doueias. Have you not always thought of Mr. Burgess as 
the defender of sound money? 

Mr. Dickny. Yes, J have. 

Senator Doueias. Have you not always thought of Mr. George M. 
Humphrey as the defender of sound money? 

Mr. Dicknry. I have thought of him as such. 

Senator Doveias. And here you find they refuse to support this 
measure. 

Mr. Dickry. I cannot help but state on questioning, Senator, that 
I was somewhat disappointed, sir, in the stand they have taken. 

Senator Dovetas. You notice that Mr. Burgess went on to say, 
speaking for the Treasury, about the present legislation: 

On the other hand, it creates no serious difficulties for us and we can continue 
to operate under it if the Congress so decides. 

Mr. Dickey. Yes, sir, I am coming to that. As I said, I do not 
know what more the Under Secretary could have said in support of 
our contention. He does point out that the Treasury has operated 
under this legislation for a period of years, and has found no serious 
difficulty in so doing; without untoward economic effect. 

Senator Dovetas. Mr. Dickey, if a Democratic Secretary of the 
Treasury made this statement, would you not have been even more 
disappointed with him? 

Mr. Dickey. You take it that Iam a Republican, sir. But I will 
tell you that I was born in Georgia. 

Senator Dovetas. That is fine. But so many Georgians when they 
come north take on a protective coloration that that is no longer a 
guaranty of political soundness. 

Mr. Dickey. To continue—this is not the point. The point is that 
the Treasury very clearly states that S. 1427 will repeal laws which 
are not necessary to the Treasury. That is the point I am trying to 
make. They claim that they have not had any trouble particularly 
with the laws, but they also say that they do not need them. 

The Chairman of the Board of Governors of the Federal Reserve 
System, William McC. Martin, Jr., stated before this committee on 
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July 13, 1955, with reference to purchases of silver required under the 
silver purchase laws, and J quote: 

Since these purchases are unnecessary from the standpoint of monetary policy, 
the Board of Governors has no interest in the continuance of existing legislation 
with respect to silver purchases. 

Chairman Martin also states that he is not prepared to say that the 
effect of the silver purchases necessitated by existing legislation has 
seriously complicated the problems of monetary management; but 
again, this is not the point. The Chairman has clearly stated that he 
has no interest in continuing the laws which S. 1427 would repeal. 
It should be noted that these witnesses leave a definite inference that 
there is some difficulty, some economic effect and some complications 
from these laws. 

Senator Doveuas. He also said he had no interest in repealing the 
law. He followed Mr. Burgess very closely, did he not. I think 
they may have consulted in advance. Were you not disappointed 
with this attitude of the Chairman of the Federal Reserve Board, 
that contrasted with the Federal Reserve Board in the preceding 
administration? 

Mr. Dickey. You are going to get me in awful wrong with the 
administration, but I again must say I was disappointed, sir. 

Senator Dove.as. Is there not a great contrast between what 
these gentlemen have said out of office and what they are doing while 
they are in office? 

Mr. Dickey. Don’t you think, sir, that all politicians have a way 
of talking from one side of their mouth at one time and the other side 
at another time? 

Senator Dovetas. May I say I never have. 

Mr. Dickey. I congratulate you, sir. 

Senator Dovucias. This was to be a crusade. This was to be a 
change of policy. It was to be an entirely new and fresh wind that 
was to come in. 

Mr. Dickey. A subcommittee of the Joint Committee on the 
Economic Report, on January 23, 1950, recommended that the United 
States Government cease buying silver for monetary purposes. I 
should like to present to this committee for insertion in the record a 
collection of statements by economists, bankers, and so forth, in 
support of this recommendation. 

Senator Dova.as. I would be very glad to have that made part of 
the record at the conclusion of your statement. 

Mr. Dickey. Thank you, sir. 

We of the silver using industry do not pretend to be monetary 
experts, but our lifeblood is silver. Any factors which affect silver 
are of interest and concern to us. We must be as well informed as 
possible. I do not feel that it is necessary to point out the past 
history of silver, particularly in this country. It is a matter of record 
and J am sure you are quite familiar with it. There are, however, 
several points which I think will be of interest to mention. 

Silver does have a place in our mone system. We have found 
it satisfactory for subsidiary coins such as dollars, quarters, dimes 
and during the last war, even as nickels. However, there is absolutely 
no need for the Treasury to further monetize silver. 

Under the silver purchase laws which S. 1427 would repeal, the 
Treasury has taken in silver and issued paper money to pay for it at 
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rates varying from about 35 cents per ounce to 90.5 cents per ounce. 
Based on a pretended value of $1.29 per ounce fixed by law, the 
Treasury has actually taken a so-called profit of approximately $1.1 
billion. This is done by setting aside as backing for paper money 
issued only a portion of the silver received, and taking the remainder 
asa profit. The profit taken will be a net profit only if and when the 
Treasury can find someone who will pay $1.29 per ounce for the 2 
billion ounces which it now holds. 

A person does not have to be a monetary expert to understand the 
above operation, but how the Treasury can get out of this predicament 
is a problem for a monetary expert or a magician. Our only conten- 
tion now is that the Treasury should cease buying silver and thus not 
make the problem worse. 

The Subcommittee of the Joint Committee on the Economic Report 
had this to say, and I quote: 

It is clear that the Government’s silver purchase policy has represented a 
subsidy to silver producers and that the full amount of the subsidy is not indicated 
by the difference between the Treasury purchase price for newly mined domestic 


silver and the price of silver in the market, for in the absence of Treasury pur- 
chases the market price itself would have been lower. 


This committee also concluded: 


Even as a subsidy program it is defective. It grants aid to producers without 
any test as to whether aid is needed, it finances the aid during all phases of the 
business cycle in the most expansionary way possible, and it locks up the sub- 
sidized production in the monetary system and makes it unavailable for industrial, 
artistic, and other uses. 

Senator Doveias. Do you approve of that statement? 

Mr. Dickey. I certainly do. 

Senator Doveias. You think it is a good statement? 

Mr. Dickey. I certainly do. I think it is a wonderful statement. 

Senator Dovetas. I want to thank you for the compliment, be- 
cause I wrote it. 1 was chairman of the committee. 

Mr. Dickey. I want to again compliment you, sir. 

Senator Benner. 1 was anxious to get that into the record if 
modesty prevented the Senator from Illinois from mentioning it. 

Mr. Dickey. In support of the findings of the subcommittee for the 
Joint Committee on the Economic Report that “even as a subsidy 
program it is defective,’ I should like to submit further evidence 
which I think is pertinent. 

Senator Doveuas. In other words, I did not change my mind be- 
tween 1950 and 1955. 

Mr. Dickey. Right, sir. 

The Secretary of the Treasury in opposing higher tariffs for the 
lead-zine industry, stated, and I quote: 

We now have a temporary unsound surplus of high cost producers which must 
be absorbed or adjusted in the Nation’s economy. 

He is further quoted as saying that the lead-zinc industry is greatly 
overexpanded. Surely the Secretary would not advocate a subsidy 
for these producers. 

The Assistant Secretary of Interior, Felix Wormser, on June 30, 
1955, in commenting on S. 2046 which would make mandatory the 
purchase of lead and zinc for stockpiling at specified prices, poimted 
out, and I quote: 


the relationship between ae and demand in the lead-zine world market has 
reassumed reasonably good balance. 
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In an open or free market, the prices of these metals decide who shall produce 
and how much the market can absorb and they also decide who shall use the 
production. The market is an automatic regulator of both production and con- 
sumption and performs this important function far better than any artificial 
system thus far devised. 


I feel certain that Secretary Wormser will apply the same reasoning 
to silver. 

Mr. Simon D. Strauss, vice president of American Smelting & 
Refining Co., a large producer of silver, and the largest smelter and 
refiner in this country, commented on the nonferrous metal market 
situation in the company’s newsletter for June 1955, and I quote: 


With demand and supply in balance at current prices of 15 cents a pound for 
lead and 12 cents a pound for zine, the industry appears to be in a reasonably 
sound position. 


Mr. Strauss recently also had this to say: 


It would be foolish indeed to jump hastily to the conclusion that the period of 
expanding use of nonferrous metals is ending but it would be equally foolish to 
the industry to believe that stockpiling or higher tariffs or subsidies are the 
answer to all its problems. 

Mr. Strauss evidently feels that subsidies through silver are not 
the answer to the troubles which beset the lead-zinc industry. 

As a subsidy to the producers of lead and zinc the silver purchase 
laws are not only defective, but they are unfair and inequitable to 
the producers themselves. About 52 percent of the lead and zine 
produced in this country comes from Western States and about 48 
percent comes from the remainder of the United States. On the 
other hand, about 99 percent of the silver produced comes from the 
Western States. In 1954 approximately 70 percent of the silver 
produced was a byproduct in the production of copper, lead, and zinc. 
These Western States receive a subsidy in the production of lead 
and zine, whereas the producers of these metals m other States are 
not so fortunate. Although most of the copper produced in this 
country comes from the West, a substantial amount is produced in 
Michigan, where’ there is no silver found im copper ore. 

Statements have been made in the past, and I believe to this com- 
mittee, that the silver problem is one in which the silver producers 
or miners are arrayed against the silver users. 

Senator Dove.as. That is about what Mr. Martin said; is it not? 

Mr. Dickey. Close to it, I would say; yes. I cannot understand 
how any Government official, particularly one in high office, can 
advocate or support such a position. 

Senator Douc.as. Your disappointment seems to be intensified. 

Senator Bennerr. Mr. Dickey, we have been listening for the 
last 5 minutes to your testimony, all of which is aimed, and antago- 
nistically, toward the silver producers. I think that bears out the 
statement that there is such a contest. 

Senator Douc.ias. That is of interest to the country as a whole. 

Senator Bennett. You are pointing out how a little group of 
Western States has benefited. f think you bear out the truth of the 
statement by your testimony. 

Mr. Dickey. Well, is it a matter, however, of there being an irrec- 
oncilable difference between the two? I daresay that a great many 
people in the Western States may feel that the subsidy is not entirely 
fair. I should think there might be a great many there. 
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Senator Brennerr. On the other hand, there may be a lot of con- 
sumers, not those that go to Tiffany’s in New York, but those who 
go to Macy’s and Gimbel’s, who would feel that the 25 percent tariff 
on plated ware is very unfair. 

Senator Dovcuas. By the way, are you going to join us and try 
to get the tariff reduced if we get the subsidy on silver removed? 

Mr. Dickey. Well, I would say this, that we have about come to 
the conclusion in our company that if we were going to continue the 
manufacture of silverware, which we have been doing longer than we 
have the jewelry business, about 12 years longer, I believe, it would 
be advantageous for us financially to buy our silver from England 
and pay the tariff. We would get it in for less. 

Senator Dovcias. Therefore you are about to become low-tariff 
men. 

Mr. Dickxry. We could get it in for less than we can make it, with 
the tariffs. 

Senator Doveuas. The lower the tariff, the less you would have 
to pay. 

Mr. Dicxny. The less we would have to pay. 

Senator Dovcias. Mr. Dickey, I hope you will take out member- 
ship in the Democratic Party again. 

Mr. Dicxry. You are going to get me to say yet whether I am a 
Democrat or Republican. 

Senator Doucias. You are welcome, no matter what party. 

Mr. Dicxry. Thank you, sir. 

The heart of the silver situation lies in the silver purchase laws 
which S. 1427 would repeal. These laws are tied in with the monetary 
system. The so-called battle between the producers and the users of 
silver stems from the effects of these monetary laws. On the one hand, 
by diluting our currency reserves, these laws have provided a subsidy 
for the silver producers and a so-called profit for the Treasury. I 
repeat that both the subsidy and the profit are taken by diluting our 
currency reserves. They result from an arbitrary fictitious valuation 
of monetized silver at the rate of $1.29 per ounce. On the other hand 
the above-market prices paid by the Treasury under these laws for 
domestic silver have resulted in nearly all of such silver going into the 
Treasury. This action has taken domestic silver out of the market 
and forced the users to seek their silver from foreign sources. This 
reduction in the supply of silver has resulted in higher market prices 
and permitted control of the market by foreign interests. The 
Treasury and Federal Reserve have repeatedly stated that the silver 
purchase laws are not needed. The statements that they are only a 
little unsound, and little inflationary and a little injurious, are com- 
pletely beside the point. 

In conelusion, I should like to summarize the silver situation. The 
silver purchase laws are not needed by the Treasury and the Federal 
Reserve. These laws provide a subsidy for the miners and producers 
of silver. This subsidy, however, is inequitable, in most cases un- 
justifiable, and paid without regard for need. On the other hand, 
these laws prevent the operation of a free and open market for the 
silver users. They withdraw from the market all domestic production 
and leave the users of silver at the mercy of foreign interests. We 
respectfully and urgently request your favorable consideration of 
S. 1427. 
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Senator Dovetas. Thank you very much. 

Senator Bennetr. Just one or two questions. You heard my 
questioning of Mr. Frankovich. 

Mr. Dickey. I did, sir. 

Senator Bennerr. Do you more or less agree with his answers? 
In other words, I do not want to take the time to ask the same ques- 
tions of you if you are generally prepared to say that his answers are 
approximately the answers you would give. 

Mr. Dickey. Well, I think that I may have a little different view- 
point, Senator, from Mr. Frankovich, although generally we are in 
agreement. 

I don’t believe that the silver users are asking for any more protec- 
tion through tariffs than would be necessary to Soap any other Ameri- 
can industry going. We do know that you have much lower wage 
rates in Europe generally. I have just come back from a stay over 
there, and some of the wage rates are rather appalling. 

Senator Bennett. Don’t you think that applies also to the mining 
end of the industry? 

Mr. Dickry. Well, insofar as the labor end is concerned, yes, I 
think that your mining labor is just as much entitled to protection as 
the man who works in the silver manufacturing plant or works behind 
a counter selling silverware, works anywhere in any of our companies. 
I believe we should try to protect all our labor. 

Senator Bennett. I will agree with you completely. 

Mr. Dickry. Because we cannot maintain our standard of living 
in this country and compete with labor where they pay 6 or 7 pounds 
a week. You translate that into dollars, and it 1s far different from 
what they make in my plant, where the men at the bench today are 
making as much as $8,000 a year, which is a good standard, I think, 
for a man who works ata bench. They have nothing like that abroad, 
as youknow. This is a good country to live in. It is the best possible 
country in the world. 

Senator Bennerr. Nobody wants to move out of it, certainly. 
You spent quite a little time in your testimony pointing out the power 
of Mexico to influence the price of silver. Do you believe that if this 
law were passed, Mexico would lose that power? 

Mr. Dickey. To an extent, sir, I believe that would be true. We 
would not be entirely dependent upon foreign silver for our daily 
purchases or our weekly or monthly purchases to operate our plants. 
There would be silver coming into the market from domestic producers 
that would be available. » 

Senator Bennerr. Haven’t we reached the point now where that 
question is moot? As long as the price stays above 90.5 cents, cannot 
we expect that domestic eee elcome into the market? 

Mr. Dickey. I think if I accept your premises I have to agree with 
you, but I cannot accept your premises, sir, because I do not know of 
any reason why silver should stay at 90.5 cents. It may, but it may 
not. We know it has only just recently arrived there. I know you 
have been stressing the point of less production and consumption as a 
large factor in the increase in price. I cannot help but believe that 
the increase in price from 84.25 up to 90.75 has not come about within 
the course of just 2 or 3 weeks or 2 or 3 months because of the dimin- 
ished supply. I think there are other factors involved. 

Senator Bennett. I did not make that statement. When Mr. 
Leavens was on the stand, he and I discussed half a dozen factors 
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which would have a tendency to increase the price. That was only 
one of them. 

Mr. Dickey. Yes, sir. 

Senator BENNETT. But as long as the price is above 90.5 cents 

Mr. Dicxry. Then Mexico cannot do very much, you are quite 
right, because our domestic production would be available. 

Senator Bennett. I have been very much interested to note that 
the quotation you made from Mr. Brownell and the quotation you 
made from the subcommittee of the Joint Committee on the Economic 
Report and the list of statements you have collected from this imposing 
group of gentlemen are all dated 1950. Do you believe they would 
have exactly the same position today, with the price approximately 
in balance? 

Mr. Dickey. Fundamentally, yes, because there is no guaranty 
that the price will stay where itis. It could very easily go down again 
and the same conditions would prevail if the price went down. 

Senator Bennett. Has not the price been rising rather steadily for 
the last 3 or 4 years? 

Mr. Dickey. Well, it stayed very stationary for a long, long time 
now, which would seem to be the result absolutely of manipulation, 
and did not have anything to do with the laws of supply and demand. 

Senator Bennetr. Mr. Leavens, as I remember it, testified that 
the use of silver in industry and the arts, private use of silver, was 
increasing. I believe we will all agree that it will tend to increase 
rather than diminish. And that, to me, is an indication that there are 
pressures under it. 

Mr. Dickey. Yes, I think it is quite true, sir, that there are other 
things besides manipulation. 

Senator Bennett. Would you like to take a guess as to how far the 
price would break if this act were passed? 

Mr. Dickey. Well, sir, we have had many meetings of the Silver 
Users Association, going back over a number of years, and I have 
heard so many different opinions expressed on that, that I would be 
very reluctant to guess. I am certainly not nearly as expert as a 
great many of these men who have attended our meetings. They 
cannot come anywhere near agreement. I have heard all sorts of 
statements made. It might be that if this law were passed, the market 
would not go down anyway. There are some of us who believe it 
might conceivably go up, eventually. 

Senator Bennett. I am glad you said that, because a minute or two 
ago you were rather leaning the other way. 

I am interested, too, on page 6 of your testimony where you were 
at great pains to point out, and what you point out is true, that silver 
comes in one important respect as a byproduct of the lead-zine indus- 
try, and the lead-zinc ores in the Middle West have no silver in them, 
and the lead-zine companies in the silver States in the Far West get 
most of the benefit of this program. 

What part of the country receives the benefit of the silver tariff? 

Mr. Dickey. I would say particularly wherever silver is manufac- 
tured. There is a lot of silver manufactured in New England. There 
is some manufactured in New York, some in New Jersey, some being 
manufactured now—well, Baltimore, of course, has manufactured for 
some time—some is being manufactured in North Carolina. There is 
some being manufactured in California. 
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Senator Bennett. Well, Californians always get into the act. But 
basically, the industry is located in the North Atlantic corner 

Mr. Dickey. The eastern seaboard, from Baltimore up to Massa- 
chusetts. 

Senator Bennerr. As a member of the committee, and a partisan— 
no question about that—I am interested in the fact that you come 
down here, who are adequately, completely competent to testify as to 
the effects of this problem on the silver-fabricating industry, and you 
spend your time discussing the monetary aspects of this business. 

What would be the effect on Tiffany if the price of silver went down 
10 cents an ounce? How much would Tiffany reduce its price of its 
homemade, exclusive and beautiful flatware. I have in mind one of 
these presentation trays you make that sell for about $1,000, solid 
sterling silver. How much would a 10-cent per ounce reduction in 
the price of silver affect your retail prices? 

Mr. Dickry. May I answer that in a rather astonishing manner to 
you, sir. We have not put the prices of our silver up since the price 
of silver has gone up. Therefore, if we reduced it, it would be very 
difficult for us to reduce the price on something that we have not 
increased. 

Senator Bennett. Well, I am glad to hear that. I have here an 
interesting notice from Black, Starr & Gorham, your competitors 
across the street. [Reading:] 

NoricE 


Effective August 1 there will be an increase in the price of all Gorham sterling 
silver flatware to cover rising bullion and manufacturing costs. All orders 
received by us direct, by mail or phone prior to 5 p. m. July 29 will be honored at 
present low prices. 

As their competitor, do you know how much they expect to put 
prices up on the Ist of August? 

Mr. Dickey. I have no knowledge of that. I just returned from 
Europe, as I said before, on Thursday, and I have not been in New 
York to amount to anything, and I do not know what is going on in 
the market. Hf I were there, possibly I would know something. But 
I do not know. They would not consult with us, certainly. 

Senator Bennert. It is hard to compare Tiffany and Gorham with 
Macy’s and Gimbel’s, but suppose the same basic situation exists. 
For how long has Tiffany maintained its present prices? How much 
price rise in bullion have you absorbed? When was your last price 
change, do you remember? 

Mr. Dickey. I think the last price change was priced downward. 
We paid 35 cents an ounce before we got into. the good-neighbor 
policy and we raised the price of silver to 45, if you recall. I think 
then it went up gradually to 75 and there were some adjustments 
made upward. Later there were some adjustments made downward. 
There was one adjustment on flatware downward of about 10 percent. 
Then there was another adjustment that wiped that out. Our 
hollowware prices, however, have not been changed at all since 1950, 
I don’t believe, except some few have been adjusted downward. 

Senator Bennett. Well, when you are folios about these price 
adjustments, you are talking about the period since 1950. 

Mr. Dickey. Yes. And in some instances they go back further 
than that. 
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Senator Bennett. Of course, in 1951 there was a brief period in 
August when the price of silver went up to 90% cents and then dropped 
back to 85 cents. 

Mr. Dickxry. We do not try to cover the fluctuations in the prices 
of silver. We try to have a uniform price and hold to it as long as 
possible. But I will say this to you—that the larger reason for adjust- 
ing our prices is always one of labor. I happen to have three labor 
unions in my plant which we operate in Newark, N. J., and there 
never has been a year that they have not had good increases. We 
do have to in some way get some of that back. 

Senator Bennett. In other words, the price of silver itself is not 
ruling. There are other factors which probably have more effect on 
your prices than the price of silver. 

Mr. Dickey. There was a time when the price of silver was about 
50 percent of the price of the product, on the average. That does not 
mean on everything. At the present time I would say the price of 
silver probably on the average is about a third of the cost of your 
product to a quarter. 

Senator Bennett. You are talking about the manufactured finished 
cost and not the retail selling price. 

Mr. Dicxry. That is right. And of course the retail markup is the 
same on both, so your same percentage would still hold. Because if 
you make a thing and you have certain factors and then you put a 
percentage on there, your certain percentage of the whole will remain. 

Senator Bennerr. Then you are saying that the cost of the silver in 
your products varies roughly between 20 and 25 percent or between 
20 and 30 percent. 

Mr. Dickey. No, I do not think in any case it is less than 25 per- 
cent. I don’t know of any instance. 

Senator Bennett. That is 25 to 30 percent. 

Mr. Dickey. Yes, sir. It was at one time, when labor rates were 
low, as much as, say, 50 percent or 45. It will vary also in articles. 
You take a very large spun bowl where the labor is at a minimum. 
The silver will bear a much larger relation to the total cost than it will 
with some tea set that has to be hammered up by hand and soldered 
and all that sort of thing. The labor there is disproportionately high. 

Senator Bennerr. Of course, when you get into the field of orna- 
mentation on those large pieces, that puts on another labor factor. 

Mr. Dicxry. That is right. 

Senator Bennett. You said that the cost of the silver is between 
5 30 percent of your total cost. What is the cost of the labor 
today? 

Mr. Dickey. Well, labor would be the balance, because there is no 
other factor, unless you happen to have ivory or some other merchan- 
dise. But generally speaking, on silverware, you have silver and labor. 

Senator Dovetias. You have interest and depreciation and capital 
costs, too. 

Mr. Dickey. Well, of course, that comes in overhead, and that is 
cee to both. They have to be taken up on the silver and on the 
abor. 

Senator Bennetr. Was it this rising cost of labor and this rising 
percentage of cost of labor that led you to be interested in importing 
the silver, because over there if the labor costs are so much lower than 
here, then that presents you with an opportunity to import silver, 
even with a 25 percent tariff. 
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Mr. Dicxry. There is quite a bit of silver being imported today. 
We import comparatively little because we like to sell our own product 
with our own name, something we feel we can stand behind. We 
feel that our silver is as good silver as there is anywhere in the world, 
and better than most, if you will pardon my pride in the product 
that I have been working on for 40 years or more. 

We do know, however, that we are having rather serious competi- 
tion on imported goods up and down the street, and it is wholly the 
labor factor. 

Senator Bennett. You do not sell any of your silver through stores 
other than your own? 

Mr. Dickey. Up until 2 years ago that would have been a correct 
statement. We are now expanding and we have selected 24 stores in 
key cities that we feel to be the leaders in their particular territories, 
and we have appointed them as agents and are letting them sell our 
silver. That is only within the past 2 years. 

Senator Bennerr. Mr. Chairman, those are the last of my ques- 
tions. But for the record, I would like to submit this Black, Starr & 
Gorham ad. And since so much discussion has been had about the 
profits of the mining companies who sell silver to the Government, 
I should like to put in the record a statement showing the profits for 
3 years of 5 of the large silver fabricators, and, almost without sig- 
nificance, of the Eastman Kodak Co. Silver is so small a part of their 
business that it is not worth considering. 

Senator Dovetas. It will be made part of the record. 

(The material referred to is as follows:) 


NOTICE 


Effective August 1, there will be an increase in the price of all Gorham sterling 
silver flatware to cover rising bullion and manufacturing costs. All orders 
received by us direct, by mail, or phone prior to 5 p. m., July 29, will be honored 
at present low prices. 


Write or phone orders to Jean Tree PL 7-8100. 
Buack, Starr & GorHAM 


Fifth Avenue at 48th Street, New York 36, N. Y. 
East Orange Manhasset White Plains 


Net operating profits of silver fabricating companies (before Federal income tax) 


Towle Manufacturing Co 

Oneida, Ltd - 

Merck & Co. (consolidated ineome figures) 
International Silver Co 

Gorham Manufacturing Co 

Eastman Kodak (consolidated income figures) 


Mr. Dickey. I don’t suppose that you have Tiffany & Co. there, 
Senator. 


Senator Bennett. I did not suppose that Tiffany’s profits were 
available, even to the committee. 

Mr. Dickey. They have been very modest in the last 2 or 3 years. 
I think one year it was $16,000 an ad cin year it was $27,000. Last 
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year we got up to $100,000-and-something. We used to make a 
million a year, sometimes a great deal more. 

Senator Dove. As. Thank you very much. 

(The material to be included in Mr. Dickey’s testimony is as 
follows:) 
A CoLLEecTION or STATEMENTS SUBMITTED TO THE SUBCOMMITTEE ON MONE- 


TARY, CRED'T, AND FiscaL PoLiciEs BY eee NT OFFICcIALs, BANKERS, 
EcoNoMISTS, AND OtHeErs (8Ist Cona., Ist Sess., 8. Doc. No. 132 (1950)) 


Question No. 10: What changes, if any, should be made in our monetary policy 
relative to silver? What should be the principal considerations in this policy? 


A. ANSWERS BY ECONOMISTS 


Howard R. Bowen, University of Illinois 


‘‘* * * There is no reason for subsidizing silver production in connection with 
monetary policy. I should suggest that silver be abandoned as a monetary 
medium except possibly for subsidiary coins.” 

Elmer C. Bratt, Lehigh University 


“Monetization support, except as use for subsidiary coinage, should be with- 
drawn from silver, —, in easy stages. Silver should, however, be one of the 
raw materials in a buffer stock policy.”’ 


Neil Carothers, Lehigh University 

“Immediate repeal of the Silver Purchase Act and the domestic silver purchase 
law of 1946 is essential to decency. Eventually the silver dollar and silver cer- 
tificate should be withdrawn. The 100,000 tons of silver now held should be (1) 
used for subsidiary coin, (2) used in atomic-energy operations, and (3) sold to the 
public. Present policies outrage decency and adulterate currency.”’ 
Fred R. Fairchild, Yale University 

“‘We should immediately repeal present laws nationalizing silver. Silver should 
be left completely to the free market, the same as any other commodity. The 
Government should cease buying silver except as required for coining subsidiary 
coins, and such silver should be bought on the open market at the market price.” 
C. O. Fisher, Wesleyan University 

“The present silver legislation should be repealed and silver should be used 
only as fiduciary currency as needed by the economy.” 
Lloyd W. Mints, University of Chicago 

“Silver should have no place whatever in our monetary system, except possibly 
as a metal from which some of the coins are made. For this purpose such amounts 
as may be needed should be purchased at the market price, without any attempt 
to influence that price.” 
Roland I. Robinson, Northwestern University 

“Quit buying silver. Quit subsidizing a few Western States.”’ 
Edward C. Simmons, Duke University 


“The silver subsidy legislation should be repealed lock, stock, and barrel. The 
silver hoard should be sold for industrial purposes, the funds being used to retire 
national debt.” 


Philip E. Taylor, University of Connecticut 

“Our behavior toward silver can hardly be said to be a monetary policy. I 
would prefer to see us cut ourselves loose from silver completely.” 
Edward F. Willett, Smith College 


“The price of silver should be left free to seek its normal level, just as that of 
lead, copper, zinc, or any other metal. Our Government should buy silver in the 
open market when it needs it, and should not be used to subsidize domestic pro- 
duction. Our silver purchase policy has been a national scandal for more than 
60 years.” 


Roy L. Garis, University of Southern California 


“Repeal all silver legislation since 1932. Our silver legislation is inexcusable. 
It stinks Sell silver in Treasury or use it to stabilize oriental countries.” 
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Harry Gunnison Brown, University of Missouri 


“Our money has no relation to the value of silver * * * The silver bloc has 
long bedeviled American polities and seems likely to continue to do so. Legisla- 
tion favoring silver enables the owners of silver mines to collect larger royalties at 
the expense of Americans generally. If it should ever become politically possible 
to divorce our money from silver—except for the customary small change—and to 
cease purchasing it or even to sell what the Government has, this would be a real 
and substantial gain to the American people.” 


Albert G. Hart, Columbia University 


“T see no monetary use for silver other than as an attractive material for coins. 
I should recommend complete cessation of silver purchases and use of present 
silver holdings in coinage as needed * * *.” 
Frederick A. Bradford, Lehigh University 

‘“* * * The Silver Act of 1934 should be repealed in toto. The silver dollar 
should be abolished and silver certificates should be called in, Federal Reserve 
notes being substituted therefor. All existing legislation permitting a return to 
bimetallism and requiring the payment of a specific price for silver should be 
repealed. In short, silver should be returned to the status of any other metal 
* * * and should be used for monetary purposes only for the manufacture of 
subsidiary coin. Silver policies since 1873 have been the result of political pres- 
sures and have had no relation to sound monetary policy.” 


Raymond P. Kent, University of Notre Dame 
“Discontinue the purchase of newly mined domestic silver with the ultimate 
goal of complete withdrawal of Government support for the silver market except 


for such metal as may be needed for coinage. It is high time that we get rid of 
the remnants of bimetallism.” 


Marcus Nadler, New York University 
“The silver purchase program should be abolished.” 
Seymour E. Harris, Harvard University 
“There is no case for support of silver other than the case for support of any 


special interests * * *. Removal of any support should be a gradual process 
even with some compensation to the interests involved. This would be much 
less costly than continued support.” 

Karl M. Arndt, University of Nebraska 


‘As silver has precisely the same basic monetary role as the copper in the cent 
piece and of paper in the Federal Reserve notes, it should receive the same treat- 
ment as these fr6m monetary policy * * *.”’ 


E. E. Agger, Rutgers University 


““T should certainly advocate the repeal of silver purchase law, which makes no 
sense from an economic point of view. Silver is a sort of fifth wheel in our whole 
monetary system and the sooner we get rid of it the better.” 


Kenyon E. Poole, Northwestern University 

“Our monetary policy relative to silver is really a subsidy policy and therefore 
is almost solely a political question.” 
James B. Trani, Louisiana State University 

“* * * Tt seems to me that the silver policy should be recognized in the same 
subsidiary category as the half dollar and the quarter.” 
C. R. Whittlesey, University of Pennsylvania 


“Present law should be repealed. Silver should be treated as an ordinary 
nonmonetary commodity. Silver policy should be basically comparable with 
our lead, zinc, or copper policy.” 


George N. Haim, Tufts College 

“* * * T cannot see any reason whatsoever in a policy of buying silver at a 
fixed price.” 
E. Sherman Adams, New York University 


‘‘All silver legislation should be repealed. Policy should be based upon general 
welfare, not subsidies to special groups.” 
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Howard S. Ellis, University of California 


“The Treasury should be relieved of any statutory obligation to purchase 
silver, or to purchase it at any other than the free international market price. 
Silver should be definitely put into the position of subsidiary coinage.” 

L. Albert. Hahn 

“T consider the silver purchasing policy of the Government as purely political.” 
Edward S. Shaw, Stanford University 

“Our monetary policy relative to silver is stupid on every count. There is 
no economic justification for the monetization of silver on the present pattern. 
The Treasury should be permitted to buy only as much silver as is needed for 
subsidiary coinage and should be forced to pay no more than the free market 
price.” 

B. ANSWERS FROM BANKERS 
Anonymous 
“T see no need to change our monetary policy relative to silver.” 
“Qur present monetary policy in regard to silver seems to me to be simply a 


subsidy for the silver miners at the expense of the rest of us, and believe it should 
be changed.” 


W. Lucal Woodall, Pitkin County Bank, Aspen, Colo. 

‘‘We rather like your silver policy, but we are in a silver-producing section.” 
Leo W. Seal, Hancock Bank, Bay St. Louis, Miss. 

‘‘We should stop buying it or at least let the price seek its true level. There 
certainly should not be a platform put. under it. and then force us to buy.” 
L. M. Giannini, Bank of America, San Francisco, Calif. 


Silver policy should not be changed for purchases of silver are now moderate 
and any change would be in the direction of acquiring a larger supply. Trade 
does not call for a large volume of silver in circulation. Present moderate support 
tends to stabilize foreign currencies backed by silver reserves. 


R. C. Leffingwell, J. P. Morgan & Co., New York 


“Our policy relative to silver should be to allow it to find its natural price 
as a commodity; and to continue to use it in our subsidiary coinage as we do 
now, without valorization.” 


Anonymous 
“Our silver policy has been indefensible.” 


Otis E. Fuller, Security State Bank & Trust Co., Beaumont, Tez. 
‘“‘Buy more and keep it—so much inflation now and more coming.” 
Anonymous 


“The present silver policy should be dropped. The only purpose it serves is 
to subsidize production of silver and thereby benefit those persons who have an 
economic stake in silver. There are no monetary considerations calling for this 
program. * * *,” 

William S. Gray, Central Hanover Bank & Trust Co., New York 

“The Silver Purchase Act should be repealed. The principal consideration 
should be the welfare of the Nation and not subsidies to individual pressure 
groups.”’ 

James M. Kemper, Commerce Trust Co., Kansas City, Mo. 

“Think silver’s position is purely political and would not increase its impor- 
tance.” 

Ben Dubois, Secretary, Independent Bankers Association, Sauk Centre, Minn. 

“The representatives from silver-producing States probably have looked after 
their own interests to the disadvantage of the country as a whole—relatively a 
minor issue.”’ 

C. H. Kleinstuck, The First National Bank & Trust Co., Kalamazoo, Mich. 

“We should attempt to work away from any monetary policy relative to silver.” 
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Fred W. Glos, The First National Bank, Elgin, Iil. 


“The principal consideration should be for the good of the country without any 
partisan location consideration.” 


Anonymous 


‘‘We should repeal the Silver Purchase Act of 1934, stop all purchases of silver 
by the Treasury.” 


C. ANSWERS BY STATE BANKING COMMISSIONERS 


Elliott V. Bell, State Banking Department of New York. 


“Silver is primarily a political question. Our present silver policy constitutes 
a direct subsidy to the silver-producing States and has no economic justification. 
It is, however, self-financing and, although mildly inflationary, probably does no 
great harm. This is a sleeping dog we should let lie.” 


Donaid A. Hemenway, Commissioner of Banking, State of Vermont. 
“T don’t know of any advantage of bimetallism (except to silver producers).”’ 


D. ANSWERS BY OFFICERS OF LIFE INSURANCE COMPANIES 


Alexander T. MacLean, Massachusetts Mutual Life Insurance Co., Springfield, 
Mass. 


“We cannot believe that silver should be put into the monetary system as a 
major factor, if for no other reason than the fluctuations in price alone.” 


E., ANSWERS BY OTHER TYPES OF BUSINESS ORGANIZATIONS 


Clarence Francis, General Foods Corp., New York 


‘‘We should cease to treat silver and silver-producing companies and silver 
States as spoiled children. There is no conceivable reason other than political 
pressure, concentrated on the Senate, for silver to have any monetary function 
at all, except for purposes of subsidiary coinage. * * *” 


John D. Biggers, Libbey-Owens-Ford Glass Co., Toledo 


“The United States silver policy is merely a subsidy to domestic silver producers 
and it should be evaluated in that light.”’ 


Senator Dovuetas. I have a letter from Senator Bush which will 
go in the record. 


(The letter referred to follows:) 


Unitep Stares SENATE, 
CommiTTges ON BANKING AND CURRENCY, 


July 25, 1956. 
Hon. Paut H. Dovatas, 


Chairman, Subcommittee on Federal Reserve, 
Senate Office Building, Washington, D. C. 


Dear Senator Dovetas: I am advised that the hearings on 8. 1427, to repeal 
certain legislation relating to the purchase of silver, and for other purposes, were 
concluded today. As one of the mponeace of the bill, I had hoped to ap before 
your subcommittee in its support, 
of other duties. 

My interest in this legislation arises from the adverse effects the present law 
has upon our monetary system and upon the silver-using industry, an importani 
segment of which is located in the State of Connecticut and gives employment to 
thousands of working men and women. I hope it will be le for your sub- 
committee to act favorably on the bill at the earliest practicable date. It would be 
appreciated if this latter were included in the record of the hearings. 

ith kindest personal regards, I am 
Sincerely yours, 


ut was prevented from doing so by the pressure 


Prescott Buss, 
United States Senator 
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Senator Dovatas. The hearings are recessed. We will reconvene 
at the next session of Congress. I shall consult with the minority 
party. But I will say that I hope we can have these sessions at the 
convenience of the committee early in the session, when the volume 
of business before the Congress will not be large. I am sure there will 
be no disposition to stall or delay. Certainly there will be none on 
the part of the chairman. 

Senator Bennett. The Senator from Utah has asked that the rep- 
resentatives of the silver-producing industries have their material 
ready by the day Congress reconvenes. 

Senator Dovetas. | would think in 6 months they could prepare 
their material. It is my plan to reconvene the committee immediately 
upon the meeting of Congress. 

(Whereupon, at 1:05 p. m. the subcommittee was recessed subject 
to call by the chairman.) 








APPENDIX 


United States production of silver, 1900-1954 
[Figures prior to 1930 include the Philippines} 
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1 Estimate, Handy & Harman. 
Source: Director of the Mint. 


United States silver consumption in arts and industry, calendar years 1930-54 








1 
Year Fine ounces | Year Fine ounces 
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88, 000, 000 

} 110, 000, 000 

| 105, 000, 000 

| 96, 500, 000 

| 106, 000, 000 
85, 000, 000 


11954 Handy & Harman estimate. 
Source: Director of the Mint. 


Silver processed into United States silver coins, calendar years 1930-54 
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Price of silver in the United States, 1930-54 


T New York 
price o market 
newly price of 
mined silver, 
domestic annual 
silver 


$0. 7111 
-71ll 
7 
-7ill 


1935 (Jan.—Apr. 8) 


1935 (Apr. 9-23) 
1935 (from Apr. 24) 
1936, 


1 Proclamation of Dec. 21, 1933, established a price of $0.6464 but no silver was purchased in 1933. 
Source of New York market price of silver: Handy & Harman. 


Highest, lowest, and average commercial price of silver in the New York bullion market, 
January to June 1955, inclusive 


Source: Office of the Director of the Mint. 


Value of United States silver production, 1946 to 1954, inclusive ! 
[Rounded to millions of dollars] 


State in which 
ned 1946 


: 


1949 


g 


pt me me po po go BR 
CNH Os a> 
Peepers 
SOeM-182 1 
Preepeens 
wo@wmoceocauceauw 
re, peoes 


CNNOAH OO 
re, SEP SS 
HM aASOMana 
SF eoBSSEs 
ornmor oon 


| 


% 
oO 
e 
; 


34. 298. 0 


1 Values shown are calculated at $0.9050505 per fine troy ounce, the Treasury price for newly mined do- 
nee received under act of July 31, 1946 ( (60 Stat. 750), and do not take into consideration refining 
oro 
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wealth) 


' Includes all Central America and West Indies from 1930 through 1938; Honduras, thereafter. 


2 Data not available. 
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Annual world production of silver, 1930-54 
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World silver consumption, calendar years 1949-64 
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3 Estimates of Handy & Harman. Australia, Belgian Congo, Japan and Honduras Sire included in All 


Source: Handy & Harman. 
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Ratio or Sitver to Goitp anp SILVER 


The Silver Purchase Act of June 19, 1934, provides in part as follows: 

“Sec. 2. It is hereby declared to be the policy of the United States that the 
proportion of silver to gold in the monetary stocks of the United States should be 
increased, with the ultimate objective of having and maintaining one-fourth of 
the monetary value of such stocks in silver. 

“Src. 10. The term ‘monetary value’ means a value calculated on the basis of 
$1 for an amount of silver or gold equal to the amount at the time contained in 
the standard silver dollar and the gold dollar, respectively ; 

“The term ‘stocks of silver’ means the total amount of silver at the time owned 
by the United States (whether or not held as security for outstanding currency 
of the United States) and of silver contained in coins of the United States at the 
time outstanding; 

“The term ‘stocks of gold’ means the total amount of gold at the time owned 
by the United States, whether or not held as a reserve or as security for any 
outstanding currency of the United States.” 


Ratio of silver to gold and silver in monetary stocks 
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Silver seigniorage per dollar and per ounce 


| Silver seigniorage - 
| ounce: Difference be- 
of $1.2929 per ounce | tween cost and mone- 


tary value of $1.2929 


Silver seigniorage per dollar: Difference between cost and monetary value 


Monetary Sar SD a: 
At cost per ounce of— $1 would buy— value oa bent a go ey wa 
would be— 


————— 


$0. 35 $0. 
- 40 
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1 Current quotation, June 20, 1955. 
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Unrrep States Propuction or GoLtp aNp SitveER DuriNG THE CALENDAR YEAR 
1954 


(Based upon arrivals at United States mints and assay offices and at private 
refineries) 


The Bureau of the Mint has issued the annual statement of refinery production 
of gold and silver for the several States and Territory of Alaska during the cal- 
endar year 1954, as follows: 


Silver 
State in which mined 


Pine troy Value? 
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! Gold valued at $35 per fine troy ounce. 
* Silver valued at $0.9050505 per fine troy ounce, the Treasury price for newly mined domestic silver re- 
ceived under act of July 31, 1946 (60 Stat. 750). 


GoLp AND Sitver Issvep ror Use 1n INDUSTRY AND THE ARTS IN THE UNITED 
States DurING THE CALENDAR YEAR 1954 


The Bureau of the Mint has released the annual statement of gold and silver 
issued for domestic use in industry and the arts during the calendar year 1954, 
as follows: 


Government-stamped bars issued by United States mints and 


assay offices 2845, $29, 588, 860 
Bullion in various forms issued by private refiners and dealers_ 48, 677, 405 


78, 266, 265 


Total 
Deduct: Old jewelry, plate, scrap film and other scrap re- 
turned to private refiners, dealers, and to monetary use 33, 823, 265 


Net amount of material issued 44, 443, 000 86, 000, 000 


1 Gold valued at $35 per fine troy ounce. 

2 Includes 7,955 ounces valued at $278,420 in exchange for scrap gold received from domestic sources and 
sales of 837,441 ounces valued at $29,310,440. 

* Includes 414,741 ounces in exchange for scrap silver received from domestic sources and 1,745 ounces sold 
under authority of act of July 31, 1946 (60 Stat. 750). 
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Deposit AND REVALUATION OF SILVER 
Newly mined domestic silver 


. A deposit of 1,000 ounces of newly mined domestic silver, at 90% 
cents per ounce, would cost Treasury 


. Treasury would revalue enough silver at $1.29+ per ounce to equal 
cost of total deposit, or $905.05 + $1.29-+ =700 ounces. 
3. Computation of seigniorage: 
(a) Revalued silver (security for silver certificates) (700 — A 
(b) Silver at cost in general fund (300 ounces) 


Value of 1,000 ounces of silver 
(a) Cost of 1,000 ounces of silver_.....____-.------- VAS. 


(e) Seigniorage 
. Result of transaction: 
(a) Treasury cash balance has been restored by revaluation. 
(b) Treasury has $271.52 in general fund represented by 300 
ounces of silver, at 9044 cents per ounce. 


Silver Purchase Act silver 


. A deposit of 1,000 ounces of Silver Purchase Act silver, at 50 cents 
per ounce, would cost Treasury 


2. Treasury would revalue enough silver at $1.29+ per ounce to equal 
cost of total deposit, or $500+ $1.29-+ =386.72 ounces. 
3. Computation of seigniorage: 
(a) Revalued silver (security for silver certificates) (386.72 
ounces) 
(6) Silver at cost in general fund (613.28 ounces) 


(ce) Value of 1,000 ounces of silver 
(d) Cost of 1,000 ounces of silver___._- BRE check Sud ako 


(e) Seigniorage 
. Result of transaction: 
(a) Treasury cash balance has been restored by revaluation. 
(b) Treasury has $306.64 in general fund represented by 613.28 
ounces of silver at 50 cents per ounce. 


SILVER' 
(By James E. Bell *) 


Silver is one of the metals known earliest to man and through the ages has been 
held in high esteem for monetary use and the arts. In modern times, as silver’s 
monetary use has declined, its application in the arts and industry has increased. 
Motion pictures would not have been possible without silver; silver solders pro- 
vide an important safety factor in aviation. The production of silver is trending 
downward, but stocks are very large. 


SUMMARY 


Silver was widely mined and used in ancient and medieval times, but production 
was small compared to that which followed the discovery and development of rich 
deposits in the Americas after 1493. Production of silver in the United States 
was insignificant until the Comstock lode and other great deposits in the Western 
States were discovered after 1859. yd many years the United States has been 
second in silver production, exceeded by Mexico. The total world output since 
1493 is approximately 19,700,000,000 ounces, of which 82 percent was = 
in the Western Hemisphere and 21 percent in the United States. 


! s ofthe Interior from cee. Facts and Problems, preprint from Bulletin 556, Bureau of Mines, Depart- 
= 
analyst, Bureau of Mines. 
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Most of the predominant silver deposits in the United States have been de- 
pleted, and in recent years the domestic-silver output has been derived chiefly 
as a byproduct of base-metal and gold mining. Normally. a large quantity of 
silver is recovered in the United States from secondary sources, and for many 
years there has been a large excess of imports of silver over exports. Large quan- 
ties of silver are in circulation, and silver monetary reserves are very large. 

The principal uses of silver are as coinage, as a monetary reserve, in the arts, in 
photography and other industrial applications, and in dentistry and medicine. 


BacKGROUND 
HISTORY 


Silver probably was discovered later than gold or copper but was known and 
valued by mankind before the beginning of history. Ancient slag dumps in 
Asia Minor and on islands in the Aegean Sea attest that men had learned to 
mine and smelt lead-silver ores and separate silver from lead as eaily as the 
third millennium B. C. The most famous of the ancient silver districts was at 
Laurium, Greece: it was worked fer several centuries in the first millennium B. C., 
with a total output estimated at over 250 million ounces. Silver was mined 
widely during the era of the Roman Empire, and most of the silver deposits in 
what was once the empire were known to the Romans. Silver mines were worked 
in some countries in Europe during the Middle Ages, but the output was relatively 
small. 

An enormous increase in the world production rate of silver followed soon 
after America was discovered in 1492, when deposits of silver ores far larger and 
richer than those previously known in the Old World were opened by the early 
conquistadors. Famous among the many bonanza silver districts found and 
developed in the 1500’s are Potos{, Bolivia, and Guanajuato and Pachuca, Mexico. 
Potosi, with a total output exceeding 1 billion ounces, was the greatest of all. 
Bolivia was the leading silver producer to 1700, and Mexico has led during most 
years since that date. 

Production of silver in the United States was insignificant until discovery of the 
Comstock lode in Nevada in 1859 (5, 10).3 Development of this great deposit 
and a long series of others in the Western States placed the United States first in 
silver production from about 1871 to 1900. Since 1900 the United States has 
been second to Mexico in silver output. Most of the predominately silver deposits 
in the United States have been depleted, and for many years the greater part of 
the domestic output has been recovered as a byproduct of ores mined principally 
for base metals or gold. 

The world production of silver from 1493 to 1953 was approximately 19,700 
million troy ounces, or over 675,000 short tons. Of this total, 82 percent was 
produced in the New World; North America contributed 62 percent and South 
America 20. Mexico produced 35 percent of the world total, the United States 21, 
Peru 9, and Bolivia 9. 

It is estimated that about one-third of the total world output of silver is in 
circulation as coinage or held by governments for monetary purposes; one-third, 
including that hoarded, is privately owned; and one-third has been misplaced 
or dissipated. As of the end of 1952 United States Treasury silver holdings were 
about 1,938 million ounces, exclusive of more than 410 million ounces released to 
foreign countries under lend-lease agreements that provide for return of the 
silver. Silver held by banks in the United States and in coins in circulation 
amounted to approximately 996 million ounces more. 

The alltime high in annual world production of silver was approximately 278 
million ounces in 1937; for the United States the alltime high was nearly 75 million 
ounces in 1915. In 1952 the world output of silver was 210,200,000 ounces and 
that of the United States approximately 39 million ounces. 

In the United States 69 percent of the 1952 output of silver was recovered as 
a byproduct of base-metal ores. The remainder, except for a relatively small 
quantity recovered as a byproduct of gold mining, both placer and lode, was 
derived from “dry” silver ores, with values predominantly in silver. A proxi- 
mately 99 percent of the domestic silver production of 1952 was recovered in the 
smelting of ores and concentrates (2). 


§ Italicized figures in parentheses refer to items in the bibliography at the end of this chapter. 
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GEOGRAPHICAL DISTRIBUTION OF SILVER INDUSTRY 


Silver is widely distributed, and some quantity has been found in nearly all 
countries. During recent years silver has been produced in some 60 countries 
in all the continents and Oceania. In the United States, silver has been pro- 
duced in 26 States and Alaska. Approximately 99.5 percent of the domestic 
production has been mined in the Western States and most of the remainder in 
Michigan and Missouri. The five leading States, in order of total output, are 
Montana, Utah, Colorado, Idaho, and Nevada; they supplied 85 percent of the 
total United States production. The five leading States, in order of output in 
1952, are Idaho, Utah, Montana, Arizona, and Colorado; their combined pro- 
duction was 91 percent of the domestic total. Nearly all base-metal ores mined 
in the United States contain some silver, although the tri-State zine-lead ores 
are an outstanding exception (2). 


TECHNOLOGY 


There are some 60 well-known silver minerals, but the chief minerals of economic 
importance are the following: Native silver, argentite (Ag.S), cerargyrite (AgCl), 
polybasite (AgsSbSs), proustite (Ag:AsS;), and pyrargyrite (Ag;SbS;) (1/2). 
Silver is most commonly associated with lead, and most copper and zine deposits 
contain some silver. Gold in placers and lode deposits usually contains consider- 
able silver. Silver is often associated with cobalt. The silver content of most 
base-metal deposits decreases with depth. 

The observations on geology that follow apply to straight silver depesits and 
silver-lead deposits, rather than to deposits of base metals that yield silver as a 
byproduct. Most of the silver of the world has been mined in the western 
Cordillera of the Americas, where it is associated with intrusive volcanic rocks of 
Tertiary age. Most silver deposits are formed by hydrothermal action. The 
deposit types include cavity fillings—fissures, stockworks, and breccias; replace- 
ments—massive, lode, and disseminated; and sulfide enrichments. Deposits 
occur on host rocks of nearly all kinds and in formations of most geological ages. 
Massive replacements are numerous, but most of the world silver has been won 
from fissure veins. The unique Cobalt silver district in Canada is particularly 
interesting. Many narrow fissure veins of relatively small horizontal and vertical 
extent occur in rocks of pre-Cambrian age. Fully 97 percent of the silver values 
were found as native silver, and great slabs of nearly pure silver were common, 
Discovered in the early 1900’s, the deposits were virtually exhausted in less than 
3 decades, but with a total production of around 375 million ounces—a quantity 
exceeded by only 3 other districts of the world. ? 

For centuries silver was recovered from ores by cupellation or amalgamation. 
About 1850 the Augustin process was developed, in which the ore was roasted 
with common salt to convert the silver values to chlorides that could be dissolved 
in hot brine and thus removed from the ore. The Augustin and related processes 
were superseded by the Patera process, in which sodium hyposulfite was used as 
the solvent, usually after a preliminary chloridizing roast. All processes to recover 
silver have been replaced by the cyanide process (introduced about 1890) or by 
concentration and smelting. 

Free-milling straight silver ores may be treated by cyanidation or by concen- 
tration and cyanidation (4). These processes formerly were employed in various 
districts in the United States but have virtually been discontinued in this country 
because of depletion of ores suited to them. Silver ores are still being cyanided 
to some extent, however, in some districts in Mexico and Central America. 

The largest operator in the United States treating “dry” silver ore employs 
straight flotation to recover the metal values. In 1947 the ore averaged about 45 
ounces per ton silver and 2.6 percent lead, with minor quantities of copper, zinc, 
antimony, and arsenic. The concentrate produced averaged 375 ounces of silver 
and 22 percent lead per ton. Recovery of both silver and lead exceeded 98 
percent. 

Byproduct silver from base-metal mines follows the ores produced through all 
their processes of mining, direct shipping or concentration and shipping, and 
smelting and is ultimately recovered in the precious-metal units of base-metal 
refineries. Losses of silver values in concentration processes are about the same 
as those of base-metal values; losses of silver values in smelting are low, . The 
average values in smelting are low. The average recoveries of silver from base- 
metal ores of various classes in the United States (Kansas, Missouri, Oklahoma 
excluded) in 1952 were as follows: Copper ore, 0.082 ounce per ton; lead ore, 
3.561 ounces; lead-copper ore, 1.678 ounces; zinc ore, 0.218 ounce; zinc-lead, 
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zine-copper, and zinc-lead-copper, 1.512 ounces; total base-metal ores, 0.239 
ounce (3). In some base-metal mines the revenue from silver in the ores may 
determine whether the property can be worked economically. 

The silver in lead ores is carried down with the lead in smelting and is separated 
from it by the Parkes process. This process consists of stirring zine into the 
molten lead bath, heated to above the melting point of zinc, and allowing the 
mixture to cool. A zine crust containing the silver separates out; the zinc is 
driven off by distillation, and the residue is cupeled to silver bullion. The silver 
in copper ore is carried down with the copper in smelting processes; and, in the 
electrolytic refining of copper, the silver separates out into the anode slime, 
whence it is recovered as silver bullion by smelting (7). The silver produced with 
gold in gold-placer mining or lode-gold mining is recovered in the electrolysis of 
gold bullion. 

Crude-silver bullion, whether produced by the cyanide process or separated 
from lead by cupellation, or from copper or gold by electrolysis, or recovered from 
scrap contains gold and/or small quantities of some other metals. Such crude- 
silver bullion formerly was refined by chemical methods, but more recently most 
has been refined by electrolysis, with an electrolyte of silver nitrate and nitric 
acid. The refined silver is cast into ingots that have a purity over 99.9 percent. 

BYPRODUCTS AND COPRODUCTS 


Gold is usually associated with silver in nature, and gold is a byproduct or 
coproduct of some silver-mining operations. Lead is a byproduct or coproduct of 
silver-lead ores, and copper, zinc, antimony, bismuth, and arsenic may also be 
byproducts. Silver may be present in enough quantity in some base-metal ores 
to be classed as a coproduct rather than a byproduct. Tin is a coproduct of 
silver in some Bolivian ores. 


SUBSTITUTES AND SECONDARY SOURCES 


Aluminum and rhodium are substituted for silver for reflectors and enamels in 
dental fillings, and tantalum is substituted for plates, sutures, and pins in surgery. 
The total substitution of other materials for silver is small, however, compared 
to the total consumption. 

A constant flow of secondary silver in the form of new scrap; worn-out or 
remoded silverware, jewelry, and novelties; and silver compounds from photo- 
graphic laboratories and chemical plants is returned to the refineries by man- 
ufacturers and dealers. According to the Bureau of the Mint, in the United 
States an average of approximately 37 million ounces of silver was returned from 
industry annually during 1941-52. 


¢ RESERVES 


Based on an estimate made as of January 1944 (12), the total inferred, indi- 
cated, and measured recoverable silver reserves of the United States and Alaska 
were 763,400,000 ounces; this equals about 20 percent of the total domestic 
production to the same date. The distribution of the reserves, by States, was 
as follows: Alaska, 2 million ounces; Arizona, 100 million; California, 40 million; 
Colorado, 100 million; Idaho, 225 million; Montana, 105 million; Nevada, 45 
million; Central States, 5,500,000; New Mexico, 13 million; Oregon, 1 million; 
South Dakota, 2,200,000; Utah, 120 million; Washington, 3 million; Eastern 
States, 1,700,000. Additional reserves in new discoveries of silver ores and silver- 
bearing base-metal ores have largely offset the production of silver since 1944. 

Data on the silver reserves of other countries are nonexistent or unavailable. 
However, because the known principal silver districts are largely depleted, the 
silver reserves remaining probably are much smaller than the quantity so far 

roduced. Recoverable world reserves of silver to the order of 5 billion ounces 
is perhaps a reasonable estimate. 
USES 


Silver has been used for centuries for coinage and more recently as a monetary 
reserve in the form of bullion to support paper currency issued by governments 
and central banks. 

Silver has many properties that make it valuable in the arts and industries. 
It is beautiful in color and has the ability of taking a fine finish. It is highly mal- 
leable and ductile and ranks first among the metals in conductivity of electricity 
and heat. It resists corrosion, especially by weak acids and organic compounds. 
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For many years the principal consumer of silver has been the silverware in- 
dustry, mostly in fabrication of tableware from sterling silver. Pure silver is too 
soft for most uses and is alloyed with 7.5 percent copper to form “sterling silver” 
of standard grade. Jewelry, insignia, and many novelties are also made of sterling 
silver. 

Second as a consumer Of silver is the photographic industry and third the electro- 
plating industry. Of growing importance are the silver solders and brazing alloys, 
which are made in a wide variety of types containing 10 to 80 percent silver and 
the remainder copper, zinc, or other metals. Silver brazing alloys are widely used 
in joining pipes, making electrical connections, and forming mechanical assemblies. 
Silver alloyed with about 10 percent copper finds much use in electrical contacts; 
small additions of silver to copper impart hardness to commutator bars. 

Silver compounds are used for caustic, astringent, and antiseptic purposes in 
medicine. Silver has considerable use in dental fillings and in surgery as suture 
wires and plates, 

A new use for silver developed during World War IT is the plating of bearings 
of engines of aircraft and mechanized equipment for high-duty service and long 
life. Soft lead-silver solder containing about 2.5 percent silver has advantages 
over soft lead-tin solders and Babbitt metal for some uses; in these uses in effect 
it is a conserver for tin. Silver in very large quantities was loaned to the Defense 
Plant Corporation by the Treasury during the war for use as electric-current bus- 
bars, releasing copper for other needs. 


STATISTICAL CONSIDERATIONS 


In the United States the Bureau of Mines gathers, analyzes, and compiles 
statistics on domestic mine production of silver in cooperation with the geological 
surveys of some States. The coverage permits the Bureau to publish regular 
reports on the mine production of silver, by mining districts, counties, and States. 
Data also are published showing details on the sources of silver with respect to 
various types of ore and on the portions recovered by the various methods of 
treatment (4). General data on refinery production and the consumption of 
silver are supplied to the Bureau of Mines by the Bureau of the Mint. Data on 
foreign trade in silver are supplied by the United States Department of Commerce. 

Data on silver production in foreign countries are gathered by the Bureau of 
Mines by means of questionnaires sent to each country and by consular reports, 
official publications, business magazines, and company reports. 


PRODUCTION, CONSUMPTION, AND FOREIGN TRADE 


Data on silver production from various aspects are given in tables 1, 2, and 3. 

Data on the consumption of silver in the United States, as supplied by the 
Bureau of the Mint, are given in table 4. No breakdown of the consumption by 
uses is available, but it is known that the silverware industry provides the largest 
market, followed by the photographic industry. 

In 1952 the United States imported silver ore, base bullion, refined bullion, and 
silver coins from some 50 countries. In the same year it exported refined bullion 
and coins to 20 countries. Table 5 summarizes silver movements to and from the 


United States from 1948 to 1952, as supplied by the United States Department of 
Commerce, 
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TABLE 1.—Mine production of silver for vartous periods, 1493-1952 


Num- 
iber of 
years 


Period 


of 
| years 


1493-1600 
1601-1700__.- 
1701-1800__.- 
1801-50___...--| 
1851-1900 
1901-25_......- 
1926-50_._.---- 
1951-52 


World: 


Quantity 


(fine ounces) 


25, 000, 000 
75, 000, 000 
1, 000, 000 


500, 000 | 


38, 955, 723 
171, 316, 187 


uan- 


tity (fine 
ounces) 


Per- 
cent 


3. 35 
5. 90 
- 05 
-05 
-97 
3.49 


333,042, 906 | 6.11 
12, 500,000 | 3.07 





Quantity 


(fine ounces) 


33 


segs 
a 


22225 


wo 

3 

= 

ze 
a 
2 


288 


: 


Africa 


Quantity 


2, 495, 131 
30, 184, 751 
110, 869, 180 
16, 931, 000 


North America 


BSFEBSSR 
3eseeszs 


4.15 


South America 


Per- 


BH eIBSssS 
SRSSBSF2S 


— 


Australasia 


Quantity 


(fine ounces) | cent | (fine ounces) 


157, 611, 709 
306, 950, 891 
290, 554, 024 

21, 929, 000 


Per- 


Quantity 
(fine ounces) 


189, 218, 759 
53, 605, 895 
406, 072, 827 


311, 476, 259 | 


405, 558, 085 
70, 000, 000 


Various 


Quantity 


Europe 


Per- 
cent 


23. 


1 
1 
1 


79 
7. 05 
0, 32 
4. 43 
2. 30 
6. 36 
7. 44 
17.17 


Per- 


cent 


Source: Merrill, Charles White, Summarized Data of Silver Production: Bureau of Mines Econ. Paper 


&, 1930, 58 pp. 


(Table 2 brought to date.) 
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TABLE 3.— World production of silver, 1948-52, by countries ' 


[Fine ounces] 
Country 


North America: 
United States 
Canada 
Central America and West Indies: 
Costa R: 


BS 


57, 519, 703 
116, 651, 000 


South America: 
Argentina 


1, 253, 879 
Bolivia (exports) 
Brazil 


7, 137, 465 
20, 315 
983, 491 
129, 773 
33, 600 

17, 379, 148 


26, 938, 000 


273, 200 
13, 367, 807 


22, 234, 000 


2, 
19, 179, 525 
28, 677, 000 


Germany, West 
Greece 


U. 8, 8. R. (estimate) 


United Kingdom 
Yugoslavia 


Total (estimate). 


Asia: 


pan 
Korea, Republic of 
rrr 
Saudi Arabia 
Taiwan (Formosa) 


Total (estimate) 


Africa: 


Algeria 
Bechuanaland 
Belgian Congo 
French Morocco 
Gold Coast (exports) 
Kenya 

Mozambique 

Nigeria - 

Northern Rhodesia * 
Southern Rhodesia 
South-West Africa 
Swaziland 
‘Tanganyika (exports) 
Tunisia 

Uganda (exports) 
Union of South Africa 


See footnotes at end of table, p. 169. 


13, 996 
1, 917, 792 


29,-000, 000 


60 
31,014 
73, 947 


35 
1, 119, 135 


7, 873, 000 


»BBe 
sSSe88s8e23E3248 


823 


e 
- 


B\2 28 
3/2 
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TaBLE 3.—World production of silver, 1948-52, by countries !*—Continued 
[Fine ounces] 





Country 


Oceania: 
Australia: 
Commonwealth , 057, 849, 213 | 10,677, 456 | 10, 792, 032 
} 31, 739 31, 786 0, 399 | 33, 603 
29, 755 37 738 | 24. 869 
232, 599 199,701 | 133, 201 


10, 143, 000 








176, 200, 000 | 190 199, 100, 000 | | 197, 500, 000 | 210, 200, 000 





1 Silver is also produced in Bulgaria, Cyprus, Hong Kong, Huncary, Federation of Malaya, Indonesia, 
North Korea, Poland, Rumania, Sarawak, Sierra Leone, and Turkey; production data are not available, 
but estimates are included in total. 

2 This table incorporates a number of revisions of data published in previous Gold and Silver chapters. 


? Imports into the United States. Scrap is included in this figure in many instances, most notably in the 
case of Cuba. 


4 Data not available; estimate included in total. 

5 Exports. 

6 Estimate. 

’ American and British Zones only. 

8 Recovered from an accumulation of refinery slimes. 
* Year ended May 31 of year following that stated. 


Source: Compiled by Pauline Roberts and Berenice B. Mitchell. 


TABLE 4.—Net industrial consumption of silver in the United States, 1943-47 
(average) and 1948-52 


Silver (fine ounces) 


} | 
Returned from; Issuedfor | Net industrial 
industrial use | industrial use | consumption 





| 


| 
44,635,252 | 154, 615, 252 | 109, 980, 000 
3 | 


23, 897, 173 129, 186, 17: 105, 289, 000 
22, 660, 459 110, 660, 459 | 88, 000, 000 
45, 257, 340 155, 257, 340 | 110, 000, 000 
46, 650, 905 151, 650, 905 | 105, 000, 000 
25, 038, 076 121; 528, 076 96, 500, 000 


~ Source: U. 8. Bureau of the Mint. 


TaBLE 5.—Value of silver imported into and exported from the United a States, 1948-52 


| Excess of 
Imports Exports | imports over 
| | exports 


$70, 884, 513 | 
73, 535, 604 | 
110, 035, 107 
103, 468, 510 
67, 296, 379 | 


8S. Department of Commerce. 
SELF-SUFFICIENCY AND STRATEGIC CONSIDERATIONS 


Since the Congress passed the Silver Purchase Act in 1933, the domestic 
output of newly mined silver has been bought by the United States Treasury at 
prices fixed by an amendment to the act. Normally, the domestic supply of 
silver for industrial needs consists of imports and secondary production pur- 
chased at open-market prices; normally, also, these sources are adequate for 
trade requirements. Silver purchased by the Treasury enters Treasury holdings; 
most of it becomes a reserve to give backing to silver certificates. Normally, 
Treasury holdings include silver over that required by statutes for monetary 
reserves; such excess silver is permitted by law to be sold to industry at the 
Treasury price for silver, which normally is higher than the open- -market price. 
Some Treasury silver was delivered in 1951 to relieve a tight trade supply (6). 

Industrial uses of silver applied to military equipment and materials plus 
special military uses, Such as silver in engine bearings, increased the consumption 
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of silver during World War II far above normal quantities. Brazing solders were 
widely used for joining parts of ships, planes, tanks, guns, bombs, shells, rockets, 
torpedoes, and many other items; military photography absorbed large quan- 
tities of silver. 

Silver was controlled by laws and War Production Board regulations during 
the war. In effect, Treasury silver was eligible for engine bearings, official mili- 
tary insignia, solders ard brazing alloys, and identification neck chains; domestic 
silver was permitted in silverware, jewelry, watchcases, church articles, pens and 
pencils, mirrors, and other items classed as nonessential; and foreign silver was 
limited to photographic uses, electrical appliances, medical and dental supplies, 
and other items with preference ratings. 

It seems logical to anticipate that, in an emergency, legislation would be 
enacted to release silver for military needs from the vast stocks in Treasury 
holdings. No shortage of silver in the United States is in prospect. 


DEFENSE PROGRAM 


The defense program has led to a considerable increase in the demand and con- 
sumption of silver. Data on the consumption by uses are not available, but the 
increase probably was shared by industrial and military uses and by the arts. 


PRICES 


. The vearly average price for silver showed a fairly regular downtrend from 

$1.339 per fine troy ounce in 1866 to $0.507 in 1915. World War I caused the 
price to advance, but the decline was steady from 1923 to 1927. The average 
price increased about 2 cents an ounce in 1928 and decreased about 5 cents an 
ounce in 1929, The average vearly price decreased to $0.385 for 1930, $0.287 
for 1931, and $0.279 for 1932. These prices were determined by the market. 
Since 1933, however, the price of newly mined domestic silver has been set by 
Government action, effected through the coinage law and the seigniorage deduc- 
tion prescribed by Presidential proclamation and, in recent years, by act of Con- 
gress (31 U.S. C., sees. 316c, 316d). The coinage value of silver in the silver dollar 
is $1.2929+ per fine troy ounce of silver. That value is based on the standard 
weight of the silver dollar, which (except for the brief period between 1873 and 
1878) has been 412% grains troy of silver since 1837 (5 Stat. 136 R. S. sec. 3513; 
20 Stat. 25, 31 U. 8. C., see. 316). Presidential Proclamation 2067 of December 
21, 1933 (48 Stat. 1723), authorized the Treasury to acquire for coinage newly 
mined domestic silver with seigniorage deduction of 50 percent, thus fixing the 
price of silver at $0.6464 per fine troy ounce. The price thus fixed under the 
coinage-seigniorage law is known as the ‘Treasury price.’”’ Changes in the 
Treasury price have been as follows: Decreased to $0.5001 on August 9, 1934; 
increased to $0.7111 on April 10, 1935 increased to $0.7757 on April 24, 1935; 
decreased to $0.6464 on January 1, 1938 increased to $0:7111 on July 1, 1939. 
The latest change in the Treasury price was effected by act of Congress (60 Stat. 
750, 31 U.S. C., sec. 316d), on July 31, 1946, when the seigniorage deduction was 
set at 30 percent, thus increasing the Treasury price to $0.90505. The provisions 
of law (31 U.S. C., sees. 316d, 734b) authorizing the sale of silver from Treasury 
holdings to public purchasers in effect provides a ceiling on the domestic open- 
market price of silver. Such sales of silver are now made at the price of $0.90505 
per fine troy ounce of silver. 

The daily New York, or open-market silver quotation, reported by Handy & 
Harman is determined on the basis of actual sales of bar silver 0.999 (999/1,000) 
fine in lots of 50,000 troy ounces or more for nearby delivery, as reported daily 
by regular suppliers, and is usually one-fourth cent below the price paid for such 
bar silver as an allowance to suppliers for carrying, delivering, and marketing. 
In addition to foreign silver, the quotation also applies to domestic silver if such 
silver enters the New York market. 

Average annual New York silver priees from 1931 to 1950 have been as follows, 
in cents per fine troy ounce: 


8. 70 
. 89 
. 73 
. 97 
. 27 
. 09 
. 88 
. 22 


Quotations in September 1954 were around $0.85 per ounce. 
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TAXES 


Mines producing silver, and silver refineries and dealers, are subject to property 
taxes, income taxes and excess-profit taxes. Dividend payments to stockhodders 
are subject to income taxes. Jewelry and other luxury items made of silver are 
subject to luxury taxes; in some cities and States they are subject to sales taxes, 


TARIFFS 


No duties are imposed by the United States on imports of silver in ores, bullion, 
or coins, but silver manufactured goods are subject to duties ranging from 174% 
to 55 pereent ad valorem. 


RESEARCH 


Before World War II the major problem of the silver industry, particularly 
domestic producers, was the large surplus in silver output, which would have 
limited price recovery from the depression lows, except for the purchases of 
silver in the 1930’s by the United States Treasury. Research to extend the 
uses and increase the consumption of silver was carried out on a large scale by 
the American silver research project sponsored by the principal silver producers 
and dealers. The work performed under this project and the findings were set 
forth in a report published in 1940 (1). Fields of investigation reported upon 
include the following: Properties of silver, binary silver alloys, ternary and 
engineering alloys containing silver, technology of silver, low-temperature bonding 
of silver, high-temperature bonding of silver, the use of silver in bearings, silver 
coatings, chemical and evaporated silver coatings, silver in stationary electrical 
contacts, silver in moving electrical contacts, silver as a catalyst, corrosion resist- 
ance of silver and silver alloys, silver as a fungicide. 

A broad digest of the conclusions resulting from the investigations follows: 

The greatest hopes for extensive new consumption lie in the metallurgical field. 
Expansion of the use of pure-silver coatings as a corrosion-resistant surface of 
containers offers the most promise for early development. An ideal solution 
for increasing silver consumption would be the discovery that a small addition 
of silver to some widely used metal improves its qualities. 

In chemistry, some data suggest that silver may have uses as a catalyst. Pho- 
tography is the outstanding chemical use for silver, with further expansion 
probable, but consumption of silver is largely canceled by ultimate scrap recovery. 
Considered as reagents, no important uses for silver compounds have been found. 

The field for silver-bearing electrical contacts is growing. A real invasion of 
the generator brush field by silver-bearing brushes may be in prospect. 

Biological applications are inviting, but consumption possibilities are unknown. 
The antiseptic properties of silver are familiar, but a vast amount of work needs 
to be done to permit an intelligent appraisal. 

In summary, it is concluded that further intensive research along the lines 
thus far followed will be needed to achieve greater use for silver. 


OvuTLOOK 
CURRENT TRENDS 


Unlike most other metals, the postwar production of silver in the United 
States and the world has been below prewar levels. Making the same com- 
parison, the net consumption and average prices are higher. There appears to 
be no reason to question that these situations mark definite trends. The increase 
in postwar silver consumption was general with all silver products, but the major 
portion resulted from larger demand for silverware and other luxury items 
because of widespread prosperity—a condition expected to continue. The 
increasing proportion of silver being consumed in industry and the arts promises 
a more dependable demand than when politically controlled momentary uses 
predominated. 

NEW USES AND NEW SOURCES IN PROSPECT 


A storage battery employing zinc oxide and silver oxide in an electrolyte of 
potassium hydroxide, which has a high weight-capacity ratio and rapid discharge 
rate, has been developed and appears to have potentialities for special uses No 
sources of silver additional to those already known are definitely in prospect. 
However, new developments at base-metal deposits containing byproduct silver 
now underway and expansion of operations at known deposits will contribute to 
the silver supply. 


66839—55—pt. 1——-12 





172 REPEAL OF SILVER PURCHASE ACTS 


FORECAST OF SUPPLIES AND REQUIREMENTS 


Continuance of international tension and maintenance of strong industrial 
activity would sustain the production and consumption of silver at levels some- 
what higher than would otherwise be so. No shortage of silver need be antici- 
pated for either the short- or long-term outlook; imports plus secondary produc- 
tion should be ample for all normal domestic requirements. 


PROBLEMS 


For many years before World War II, the chief problem of the silver-mining 
industry was a surplus production, but this phase appears to be coming to an end. 
The purchase of domestic newly mined silver by the Treasury and consequent 
support of the price of silver have disgruntled some silver fabricators and silver- 
ware merchants. Most of the silver output will continue to be derived as a by- 
product of base-metal ores and will be affected by the prices of base metals. The 
fortunes of silver will depend largely on Government policies that determine the 
extent and price at which silver is used in the monetary system. 
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Unitep Srares DEPARTMENT OF THE INTERIOR, BuREAv OF MINES 


MINERAL INDUSTRY SURVEYS 


Mineral Market Report No. 2364 (replaces November and December Monthly 
Reports 127 and 128) 


Mine Propvuction or SILVER IN THE UNITED States In 1954! 
(Preliminary Annual Figures) 


The domestic mine production of recoverable silver was 3 percent less in 1954 
than in the preceding year, according to the Bureau of Mines, United States 
Department of the Interior. Among the principal silver-producing States, out- 
puts dropped 70, 23, 16, 48, 11, and 2 percent in California, Montana, Nevada, 
New Mexico, Utah, and Washington, respectively; outputs rose 55 and 8 percent 


1 Prepared by James E. Bell, February 3, 1955, under the supervision of H. D. Keiser, Chief, Branch of 
Rare and Precious Metals, Division of Minerals. 
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in Colorado and Idaho, respectively; the output of Arizona was nearly the same 
in 1954 as in 1953. The Treasury buying price for silver domestically mined 
after July 1, 1946, remained at $0.905+ per fine troy ounce throughout the year. 

Idaho continued its rank as the leading silver-producing State, followed by 
Utah, Montana, and Arizona, an order unchanged since 1943. These four States 
accounted for 85 percent of the total domestic silver output of 1954. About two- 
thirds of Idaho’s silver production comes from ores of which silver is the principal 
product. Virtually all the remainder of the United States silver output is re- 
covered as a byproduct of ores mined principally for base metals or gold. 

This report which summarizes mine output for 1954 is part of the regular 
monthly silver mine production series. As preliminary figures for November and 
estimates for December are included, the report serves for both these months and 
the next issue will-be for January 1955. ne following table and State reviews 
for 1954 were obtained from current preliminary reports of the regional offices of 
the Bureau of Mines, a procedure followed in the preparation of all the reports in 
the series. The figures are given in terms of recoverable silver content of ores 
and concentrates. 

Alaska.—There was virtually no change in the silver production of Alaska in 
1954 compared with 1953. Nearly all the silver output of Alaska was recovered 
as a byproduct of gold placer mining, mostly bucket-line dredging, in the Fair- 
banks and Nome districts. 

Arizona.—Silver production in Arizona was slightly less in 1954 than in the 
preceding year, and was the smallest since 1946. Of the State’s silver output in 
1954, 77 percent was recovered as a byproduct of copper ore, and most of the 
remainder from lead-zine ore, lead ore, siliceous silver ore, and zinc-copper ore. 
The Warren district continued to be the principal silver-producing area, followed, 
in order by the Pioneer, Big Bug, Copper Mountain, and Ajo districts. 

California.—The silver output of California dropped sharply by 70 percent in 
1954 from the 1953 level. The decline was due principally to the closing during 
the year of the Darwin lead-zine-silver mine of the Anaconda Copper Mining Co. 
in Inyo County because of low prices for lead and zinc. 

Colorado.—With a gain in output of silver of 55 percent in 1954 compared with 
1953, Colorado scored its highest annual silver production since 1950. Nearly 
all the State’s silver was recovered as a byproduct of base-metal ores. The Eagle 
mine in Eagle County ranked first in silver production in 1954, and contributed 
most of the State’s gain. The Idarado group in San Miguel County ranked 
second in output; other important silver producers were the Rico Argentine 
Mining Co. group in Dolores County, the Camp Bird mine in Ouray County, and 
the Emperius Mining Co. group in Mineral County. 

Eastern States.—Silver production in the Eastern States was 10 percent smaller 
in 1954 than in the earlier year. All of the silver from this region was recovered 
as a byproduct of lead ore, iron-copper ore, zinc-copper ore, and copper ore mined 
in New York, Pennsylvania, Tennessee, and Vermont. 

Idaho.—With a gain of 8 percent in silver production in 1954 over that of 
1953, Idaho was once again the leading silver producer by an outstanding margin; 
the output was the State’s highest since 1950. Approximately two-thirds of 
Idaho’s silver was recovered from ore of which the chief value was in silver, and 
most of the remainder as a byproduct of lead-zinc ores. The Sunshine group of 
mines of the Sunshine Mining Co. in the Coeur d’ Alene region, Shoshone County 
was the largest single producer. Other important prceducers were the Silver 
Summit silver mine, the Bunker Hill lead-zinc mine, and the Galena lead-zinc 
mine, all in Shoshone County; and the Triumph lead-zince mine in Blaine County. 

Missouri.—Silver is recovered in Missouri in the desilverizing of lead bullion 
derived from lead ores produced in the southeastern part of the State. The 
output of silver from this source varies from year to year depending on how much 
of the lead is desilverized. The recovery of silver in 1954 was 21 percent less 
than that of 1953. 

Montana.—Production of silver in Montana declined sharply by 23 percent in 
1954 below the 1953 level, and was the lowest since 1946. Nearly all of Mon- 
tana’s silver was recovered as a byproduct of copper ore and zinc-lead ore, and 
the drop in 1954 resulted from lower production of base-metal ores because of 
labor strikes. Approximately 90 percent of the State’s silver output of 1954 
came from mines of the Anaconda Copper Mining Co. in the Butte Hill area in 
Silver Bow County. 
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Nevada.—The silver output of Nevada, obtained mostly as a byproduct of base 
metal mining, fell 16 percent in 1954 as a result of low prices for lead and zinc. 
The Pioche district in Lincoln County was the principal source of the State’s 
silver in 1954; the copper mines of the Robinson district in White Pine County 
were important producers. 

New Mezrico.—With a drop of 48 percent in 1954 below the 1953 level, silver 
production in New Mexico was the least since the beginning of annual records in 
1875. The decline was due to idleness at most of the State’s zine and zinc-lead 
mines that yield silver’as a byproduct, because of unfavorable economic con- 
ditions. 

Oregon.—The silver output of Oregon was 16 percent greater in 1954 than in 
1953. Nearly all of the State’s silver is a byproduct of gold mining. The 
Buffalo lode mine in Grand County and the Powder River dredging operations in 
Baker County accounted for nearly all of the silver produced. 

South Dakota.—The entire silver yield of South Dakota resulted as a byproduct 
of gold-mining operations in Lawrence County. The production of silver rose 3 
percent in 1954 over that of the preceding year. 

Utah.—Despite a decline of 11 percent in 1954 below the 1953 level, Utah was 
once again second in silver production, surpassed only by Idaho. Virtually all 
of the State’s silver was recovered as a byproduct of base-metal ores; the drop in 
1954 was due to reduced output of copper ore because of a shortened workweek 
in the early part of the year and labor strikes in the latter part. Copper ore 
accounted for 44 percent of the State’s 1954 silver production, lead-zine ore 42 
percent, and silver ore and old tailings most of the remainder. The West Moun- 
tain district supplied 68 percent of the total, the Tintic district 14, and the Park 
City region 13. 

Washington.—Silver production was 2 percent less in 1954 than in the pre- 
ceding year. The three principal producers of silver were the Knob Hill mine 
(gold ore) in Ferry County, the Holden mine (zine-copper ore) in Chelan County, 
and the Gold King (gold ore) also in Chelan County. Considerable byproduct 
silver was recovered‘ from. base-metal ores mined in the Pend-Oreille and Van 
Stone districts. 
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REPEAL OF SILVER PURCHASE ACTS 


[Preprint from Bulletin 556, U. 8. Department of the Interior, Bureau of Mines] 
COPPER ! 
(By Helena M. Meyer ?) 


A high standard of living and national er upon adequate supplies 
of the red metal—copper. With the onset of World War II, sharply expanded 


consumption caused the United States, principal copper producing and consuming 
country in the world, to become dependent in part on foreign metal, a dependence 
expected to continue and possibly increase in the foreseeable future. 


SuMMARY 


Copper is the most importers nonferrous metal, both in quantity and value of 
world output; among all metals it is surpassed only by iron. Copper-bearing 
bronze was the first alloy in wide use by man. So extensively was it substituted 
for stone in making weapons, tools, and utensils that an early period has come to 
be known as the bronze age. Copper, essential for large-scale electrification, also 
made possible ‘‘the electric age.” 

The widespread use of copper stems from its excellent conductivity of electricity 
and heat, its resistance to corrosion, and its properties of ductility, malleability, 
and strength. Nearly half is used by the electrical industry in virtually pure 
metallic form and most of the remainder in the manufacture of brass, bronze, and 
other alloys, for ultimate use in buildings, automobiles, ships, and other applica- 
tions. During times of mobilization and war, copper’s most important use is in 
ammunition and in communications, although there are many other vital uses. 
Steel has replaced copper for some ammunition purposes, and aluminum is 
acceptable for some electrical uses. On the whole, however, copper is expected 
to be consumed it. increasing quantities in: the future, following much the same 
growth pattern as in the past. 

The Gnited States is the world’s largest producer and consumer of copper, 
producing nearly one-third of the total and consuming nearly one-half of it. 
For many years the United States produced much more copper than it consumed 
and exported the surplus. Production, however, reached at least a temporary 
peak of about 1 million tons in 1929; but consumption continued to grow, and 
by World War II a condition of dependence on imports to meet part of total 
requirements developed. The return of the United States to a position of self- 
sufficiency is not likely under foreseeable conditions. 

The largest copper-producing companies in the United States are vertically 
integrated, having mining, smelting, refining, fabricating, and marketing interests. 
The Kennecott Copper Corp., Phelps Dodge Corp., and Anaconda Copper Mining 
Co. usually mine over three-fourths of the total United States output and with 
the American Smelting & Refining Co., smelt and refine a substantial part of the 
primary materials in the United States. Some of the largest fabricators are 
affiliated with the foregoing four large companies. 

Most of the United States production comes from ores lower grade than are 
worked elsewhere. The large size of domestic deposits, the fact that three- 
quarters of the total comes from open-pit operations, and the high degree of 
mechanization in niin milling, and other stages of processing and manu- 
facturing make it possible to utilize low-grade material at a profit. United 
States smelting, refining, and fabricating facilities have excess capacity, which is 
used to treat foreign materials. 

Foreign production, like that in the United States, comes chiefly from large 
production units. Chile, which usually ranks next to the United States in eo 
duction, has only 3 important mines; Northern Rhodesia outranked ile 
temporarily at least, in 1953, with its output coming from 4 mines; 70 percent of 
Canada’s comes from 3; and Belgian Congo’s from a number of mines operated 
asaunit. Of these countries that rank next to the United States in mine output, 
only in Canada is there important consumption. Canada still exports over half 
of its output, although the proportion available for export is dropping as con- 
sumption advances. Efforts are being made in a number of countries of the world 


1 A chapter from Mineral Facts and Problems. 
2 Assistant Chief Branch of Base Metals, Bureau of Mines. 
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to become independent of United States or any other country’s smelting, refining, 
and fabricating facilities. 

Because United States production is inadequate for all needs, copper is desig- 
nated as one of the strategic materials to be stockpiled for United States protection 
in ease of war. 

After the Defense Minerals Administration was established, under provisions 
of the Defense Production Act of 1950, copper was placed high on the list to 
receive production expansion assistance. Together with the National Production 
Authority, also created under this act, the Defense Production Administration, 
in its effort to solve supply-requirement imbalances that followed Korean hos- 
tilities, reinstituted the controlled materials plan, used effectively in World War 
II, for steel, copper, and aluminum, the three materials covered by that major 
war device of the earlier period. The emergency period passed in 1953, but the 
demand for copper continued large, as industrial activity remained at high levels. 

Equipping a new coueee mine requires large capital expenditure and consider- 
able time. None of the production-expansion projects begun in 1951 got into 
production before November 1953, and others were to follow thereafter. 


BacKGROUND 
HISTORY 


The early history of copper marked an important chapter in human develop- 
ment. Through its use man advanced from the stone age to the bronze age; the 
latter represented a stage of civilization, rather than a definite chronological 
period. 
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Utilization of copper preceded the bronze age by at least a thousand years, but 
it was not until the hardening effects of a tenth part of tin was discovered that 
the resulting bronze grew to such importance as to christen an era. The step 
from working native copper tc smelting copper ores was extremely significant but 
when or where it first occurred is unknown. By 3500 B. C. copper ornaments and 
simple tocls and utensils were in common use by peoples of the Near East and 
adjacent areas. Bronze was discovered and came into common use in the same 
area by 2200 B. C 

Copper was first produced in the American Colonies in 1709 at Simsbury, Conn. 
It was not until discovery and operation of the rich ore deposits of the Northern 
Peninsula of Michigan in the early 1840’s, however, that production in the United 
States exceeded a few hundred tons a year. Thereafter, smelter output from 
domestic ores increased from 728 tons in 1850 to 30,240 in 1880. 

The development of rich gold placers in Montana in the 1860’s, followed by 
silver mining in the seventies, led to intensive prospecting, many copper dis- 
coveries, and a new era in the world copper industry. Copper was discovered in 
this area at the Anaconda mine, Butte, Mont. 

Another great copper camp was slowly rising in the Southwest at the same time. 
The Bisbee operation, acquired by Phelps Dodge a in the 1880’s, formed the 
basis for the great mining operations of Arizona. a Cita, the Bingham Canyon 
property, first of the larger low-grade ieninated ore bodies was brought into 
production, in the first years of the 20th century, by the Utah Copper Co., later 
absorbed by the Kennecott Copper Corp. 

Large-scale electrification in the current era led to its being called “the electric 
age.’”’ In response to demand to fill needs of the electrical industry, other in- 
dustries, and those related to war, United States copper mine-production was 
expanded to a record high of 1,100,000 tons in 1942 and 1943 (World War II) 
and averaged over 900,000 tons in 1950-53. 


SIZE AND ORGANIZATION OF COPPER INDUSTRY 


Copper is commonly conceded to be the most important nonferrous metal, from 
both industrial and mobilization viewpcints. In value it ranks first in the non- 
ferrous group and stands second only to iron among all metals. The value of 
refined copper produced at primary refineries from domestic, foreign, and second- 
ary sources in 1953 was $851 million compared with $124 million for lead and 
$210 million for zinc. Aluminum produced by primary preducers was valued at 
$494 million. The value of pig iron was $3,700 million and of semi-finished and 
finished steel products $10,900 million; an in- -between point would be a proper base 
for comparison with copper, lead, zine, and aluminum. 

The primary copper industry of the United States is composed of approximately 
200 firms engaged in producing and selling copper. The largest producers are 
vertically integrated and have mining, smelting, refining, fabricating, and mar- 


keting interests. The principal producing companies, with their 1953 output, 
were as follows: 


Pereent of 
Company ! Short tons | total United 
States 


Kennecott ee, 
Phelps Dodge 

Anaconda Copper Mining Co 

— Consolidated ‘Copper Co. (Asma holds 28 —— of issued 


Total above companies 
Total United States 


1 Individual company figures from Yearbook of the American Bureau of Metal Statistics, 1953. 
Mining 


There were over 300 active copper-producing mines in the United States in 
1953, most of them relatively small. The 25 largest mines produced 98 percent 
of the total copper. The mines are listed in table 6. 
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Smelting 


The primary copper-smelting companies in 1953, their approximate capacities 
in terms of charge (according to the Yearbook of the American Bureau of Metal 
Statistics), and the percentages of the total represented, are as follows: 


c putty, Cano | tess onpoan 
ompany y, ca y 
of material (charge) 


American Smelting & Refining Co 
Phelps Dodge a Phelps Dodge Refining Corp 
Anaconda Copper Mining Co 
Kennecott Copper Corp 
International Smeltin 
American Metal Co., 
Magma Copper Co 
Tennessee Copper Co 
Lake smelters: 

Calumet & Hecla, Inc 

Quincy Mining Co 


rere 


S sBeZis22 
g 32522828 
- neon Seee 


' The greater part of the capacity (1,608,000 tons) of the smelter at Garfield, Utah, and of the capacity 
(300,000 tons) of the smelter at Hayden, Ariz., is used in treating concentrates from the Utah division and 
the Ray division, respectively, of the Kennecott Copper Corp. 

? Owned by Anaconda. 


Refining 

The copper-refining capacity of primary — in the United States in 1953, 
according to the American Bureau of Metal Statistics, aggregated about 1,896,000 
tons. The copper-refining companies and their approximate percentage of the 
total are listed in order of magnitude of available facilities. 


Company 


American Smelting & Refining Co 

Phelps Dodge Refining Corp 

Kennecott = Corp z 
International Smelting & Refining Co.?__.._._.._...___._..--.-.--..-.-...-.- 
American Metal Co., Ltd 

Anaconda Copper Mining Co 

Calumet & Hecla, Inc . 

Inspiration Consolidated Copper Co.?__._.__..__....-.-_-------.2----2-2---- 
Quincy Mining Co ‘ ‘ 


BEESS 


BSSz 
8| s8ss8sssss 


‘ 





! Part used for refining copper produced by Kennecott. 
2 Owned by Anaconda. 
3 28 percent of stock owned by Anaconda. 


About 10 percent of the primary refined a produced from domestic 


materials in the United States is recovered by fire ae in Michigan, New 
Mexico, and Texas from crude materials produced in Michigan, New Mexico, 
and Arizona. 


Fabrication 


Fabricators are the principal customers of the primary copper producers. It 
is in the fabricating plants that the bulk of the new copper is put into semifinished 
forms—wire, rods, extruded and rolled shapes, etc.—which constitute the raw 
materials for many other industries. 

About 30 companies in the United States are generally recognized as important 
fabricators of raw copper. Many of the largest are owned by or associated with 
the great copper mining, smelting, and refining companies, giving them integrated 
operations from the mines to the finished brass and copper products. A list of 
the fabricating companies affiliated with copper-producing companies follows: 

Fabricating companies of principal copper producers: 
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Fabricating company Parent company or company having part stock ownership 


Chase Brass & Copper Co Kennecott Copper Corp. 
Kennecott Wire & Cable Co___.______- Do. 
American Brass Co Anaconda Copper Mining Co. 
Anaconda Wire & Cable Co Anaconda Cop Pp Mining Co. (owns 70 percent of stock). 
Phelps Dodge Cop Products Corp..| Phelps Dodge 
Revere Copper & Brass, I American Smelting & Refining Co. (owns 36 percent of stock). 
General Cable Gerd... American Smelting & Refining Co. (owns 42 percent of stock). 
y Calumet & eee Inc. 

. Hussey & Copper en, hy 0. 
New ‘Haven ‘ Tennessee C ae (parent company of the Tennessee Copper Co.). 
Titan’ Meth! ae Consolidated Coppermines Corp. (owns 64 percent of stock). 








The more important independent fabricators not affiliated with the major 
producers include the following: 


Bridgeport Brass Co. Reading Tube Co. 

Bristol Brass Corp. J. A. Roebling’s Sons Corp. 

Chicago Extruded Metals. Rome Cable Corp. 

—— Metals Division, Lewin Mathes | Scovill Tacitoctntie Co. 
Triangle Wire & Cable Co., Ine. 

Olin. Mathieson Chemical Corp. Voleo Brass & Copper Co. 

Mueller Brass Co. 


GEOGRAPHIC DISTRIBUTION OF COPPER INDUSTRY 


Copper occurs so widely in nature that almost every country has some copper- 
ore deposits; 21 countries each mined over 10,000 tons of recoverable copper in 
1953, and some 16 other nations reported some output. In spite of this wide 
distribution, most of the world mine production is made in but a few places. 
Concentration mills are found almost always at the mines, although some mills 
receive custom ores from short distances. Smelting facilities are usually within 
short distances of mines and mills, and absence of such facilities retards develop- 
ment of new areas of production. Smelter products frequently must be shipped 
long distances for refining. The smelter products are of such high purity that 
little, if any, saving in transportation costs would result from shipping refined 
instead of smelted copper to consumption localities. The scrap supply is chiefly 
in the industrial areas. 


Resources (5) * 


About 90 percent of unmined world copper resources is in 5 regions—south- 
central Africa, Chile, the western United States, eastern Ontario and southern 
Quebec in Canada, and Kazakhstan, U.8.8..R. Table 2 lists 12 districts or mines 
containing 85 percent of the world copper resources. This list includes both 
developed reserves that are surely economic under present conditions and partly 
explored semieconomic deposits that are so large they probably will be important 
for the future. Deposits not known to contain copper reserves in quantities greater 
than 3 million tons of copper metal have been omitted from the list. 


TaBLE 2.—12 districts containing 85 percent of the world’s copper resources, 1950 ' 


Deposits Country Major ownership Nationality 


‘“Mine series’’.._........| Northern Rhodesia_...| Selection Trust, Ltd 
Anglo-American Cor 
Anaconda Copper ining Co 
...| Belgian Congo Union Miniére du Haut Katanga 
Butte, Mont... -.-..-- ..--| Anaconda Copper Mining Corp_.----- 
Braden (El Teniente) __. Kennecott eee Cun... 
Bingham, Utah 


Ltd. 
Falconbridge Nickel Mines, Ltd Do. 
—- Copper Co. (Newmont Min- | United States. 


; Bureau of Mines and Geo NSRB Materials Survey, 1952. 
¢ reserves are See aaa a pn ang production tests. (NOTE: Subsequently it has been 
to bring the —_ into ee in 1956.) 
q Copper is a byproduct of nickel product: 


3 Italicized numbers in parentheses refer to items in the bibliography at the end of this publication. 
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Coverage is raised to 93 percent by the addition of 13 districts, as follows: 
United States: Ely-Kimberly, Nev.; Ray, Ariz.; Central, N. Mex.; Ajo, 
Ariz.; Bisbee, Ariz.; Yerington, Nev.; Miami-Inspiration, Ariz. 
Mexico: Cananea. 
Chile: Potrerillos (Andes Copper Co.) Aquirre-Africana (Santiago), Rio 
Blanco. 
Peru: Toquepala-Quelleveco, Cerro de Pasco. 
The remaining 7 percent of the world reserves is distributed among 34 countries. 
(Nore.—Since preparation of the report from which the foregoing data 
were taken further exploration work in three large porphyry deposits in 
Peru—Toquepala, Quelleveco, and Cuajones—has proved additional sub- 
stantial reserves which altogether are estimated to approximate 1 billion 
tons, averaging about 1 percent copper.) 


Production 


Mine.—Most of the copper produced in the United States comes from Western 
States. Tables 4 and 5 give the sources of mine production by States and dis- 
tricts. Table 6 lists the leading copper-producing properties in the United 
States. 

In the United States, for many years after important production was begun 
(1845), Michigan was by far the leading source of copper. Montana began a 
long term in the leading position shortly before 1890 but was displaced in 1907 
by Arizona, which, except for 1909, has stood first ever since. Production from 
the beginning of operations through 1953 and in 1942-53 is shown in table 4. 


TABLE 3.—World mine production of copper, by principal countries, 1949-68 
[Short tons] 


roy 
Se 
ao 
= 


North America: 
Canad 


Be 
San¥ 


000 
000 
74, 000 
, 000 
000 


B18 
3 | 8285 


3 


+5 
Ses 


eB: 
332 


$ 


833 |= 


s 


1 Approximate ae 
a ut from 8. R. in Asia included with U. 8. 8. R. in Europe. 
melter Seaediien: 


Source: Taken from tables compiled by staff of Division of Foreign Activities, Bureau of Mines. 
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TaBLE 4.—Mine production of recoverable copper, by States, 1942-53 (total), and 
cumulative production from earliest record to end of 1953 


{Short tons] 





\| 
Total pro- 


duction from 
earliest record 
to end of 
1953 


685, 905 
13, 886, 856 
632, 110 
270, 462 


ses 


Bese 
Seeiketes 


Vermont... _...----.. . 
.. | ee 
Washington 
Weems... .«.<.<-.- 
Undistributed 


| ‘Total pro- 
duction from 
earliest record 
to end of 
1953 


1942-53 


109, 349 
16, 327 
234, 400 


si 
. 


on 
o- 
2E% 





5 39, 101, 869 





on 
= 


| 





1 Small quantity for Wisconsin included with Missouri. 
2 Not available, included in undistributed. _ 
3 For States east of the Mississippi except Michigan, largely smelter production. 


TaBLE 5.—Mine production of copper in the principal districts ! of the United States, 
1949-53, in terms of recoverable copper 


[Short tons] 
District or region 


West Mountain (Bingham) 
Copper Mountain (Morenci) 
Globe-Miami 

Summit Valley (B 

Central (including 


Ajo 

Robinson (Ely) 
Mineral Creek (Ray) 
Warren (Bisbee) 
Pioneer (Superior) 
Lake Superior 
Eureka (Bagdad) 
Ducktown 

Orange County 
Chelan Lake 
Lebanon (Cornwall mine) 
San Juan Mountains 


8 
x 


SSSsSSFS83E 


270, 183 
143, 921 
90, 225 
56, 826 
71, 526 
63, 093 
56, 198 
50, 580 
27, 271 
17, 662 
24, 979 


SRELT 


BS 


=o 
838 


PAO 


eo 


YEAS 
as 


Washington 
Pennsylvania - -- 


9 SA ROD I 
E233 


538: 
sauces 
sigs 


nen 


gges3 


New Mexico... 
Cochise Arizona 
Pima (Sierritas, Papago; Twin Buttes) _|_....do_. 
Blackbird Idaho 
Verde (Jerome) 


Ee 


3.3 
3.5 
& 


1 Districts producing 1,000 short tons or more in any year of the period 1949-53. 

2 Burro Mountain included with Central to avoid disclosing individual company operations. 

3 Includes Peshastin Creek and Wenatchee to avoid disclosing individual company operations. 
4 Includes Ferry to avoid disclosing individual company operations. 

5 Includes Spring Mountain and Texas to avoid disel individual company operations. 

6 Figures withheld to avoid disclosing individual company operations. 

7 Less than 0.5 ton. 
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Smelting and refining areas.—The Bureau of Mines is not at liberty to publish 
smelter and refinery production by States because to do so would reveal individual 
company information. A list of copper smelter plants in the United States is 
given in table 8. 


TaBLE 7.—World smelter production of copper, by countries, 1949-58 
[Short tons] 


1949 


P cB 
$\/88 | 8/88 


S| 38 


- 





Belgian Congo 
Northern Rhodesia __-. 
Union of South Africa. 


3, 115, 000 








1 Smelter output from domestic and foreign ores, exclusive of scrap. Production from domestic ores only, 
exclusive of scrap, was as follows: 1949, 758,000; 1950, 911,000; 1951, 931,000; 1952, 927,000; and 1953, 943,000. 

2 Includes sgrap. 

3 Approximate mate; 

4 Output from 8. R. in Asia included with U. 8. 8. R. in Europe. 

5 Belgium reports a oe oe of refined copper which is believed to be produced principally from crude 
copper from Belgian Congo and is not given here, as that would duplicate output reported under the latter 
country, 


Source: Taken from tables compiled by staff of Division of Foreign Activities, Bureau of Mines. 


TaBLE 8.—Copper smelters in the United States 
{Plants that treat primary crude materials exclusively or chiefly] 


Company 


i rhe Dodge Corp., 40 Wall St., New York 5, N. Y. 


Do. 
.| American Smelt & Refining Co., 120 Broadway, New York 5, a 
-| International Smelting & Refining to. 25 Broadway, New York 4, a es 
mM iene Chee Co., Superior, Ariz 
pper stinine Ce Co., 25 Broadway, New York 4, N. Y. 
Kennecott Serer. el 161 East 42d St. , New York 17, N. Y. 


Co., L $1 Broadway, New York 6, N. Y. 
Corp., 161 East 42d St., New York 17, N. Y. 
Corp., 40. Wall St., New York 5, N.Y. 
~ Co., 61 Broadway, New York 6, N. 
a Smelting & Retining Co., 120 Broadway, New York 5, N. Y. 
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Slightly over half of the United States electrolytic refining capacity is on the 
Atlantic seaboard in metropolitan New York and New Jersey and Baltimore, Md. 
Cheap power, so important in electrolytic refining, and large nearby markets, 
together with ocean transportation, have combined to produce this concentration, 

Table 9 gives North American refinery capacity by countries, and table 10 
lists foreign refineries outside of North America. 

Fabrication areas.—Major copper-fabricating countries, except the United 
States and the U.S. 8. R., are not important producers of copper ore. The other 
large consuming countries are United Kingdom, France, and Germany. Canada 
is a ae an increasingly large user of copper and resembles the United States 
and U.S. 8. R. in that it is also a large producer. Unlike the latter two countries, 
howev er, Canada exports as much copper as it consumes. 


TABLE 9.—Annual capacity (in short tons) of primary refineries in the United States, 
Canada, and Mexico, in 1953 





“y 
|Electrolytic Lake | Fire refined 


United States: 
American Metal Co., Ltd., Carteret, N. J 144, 000 
American Smelting & Refining Co.: 

Baltimore, Md --_..---- 

Perth Amboy, N.J 

Tacoma, Wash 
Anaconda Copper Mining Co., Great Falls, Mont. 
Calumet & Hecla, Inc., Hubbell, Mich 
Inspiration Consolidated Copper Co., Inspiration, Ariz 
Internati: onal Smelting & Refining Co., Perth Amboy, N. J__- 
Kennecott ee Corp.: 

Hurley, } 

Garfield, Utah 
Phelps Dodge Refining Corp.: 

Laurel Hill, N. Y 

El Paso, Tex 
Quincy Mining Co., Hancock, Mich 








1, 631, 000 112, 000 


Canada: 
Canadian Copper Refiners, Ltd., Montreal, East, Quebec 
International Nickel Co. of Canada, Ltd., Copper Cliff, Ontario_ 


Mexico: Cobre de Mexico, 8. A., Atzcapotzaleo, D. F 


Casting capacity 


L Poctentrtie 9 (including scrap) 
3. Fire redaodl (in addition to capacity reported under item 1)_ 


Source: Taken from American Bureau of Metal Statistics, 1953 Yearbook. 
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TABLE 10.—Foreign copper refineries, exclusive of Canada and Mezico! 


Company Location of plant 


South America: 
Andes Copper Mining Co.3___........-...-....-- 
Braden eee DP SSe resied oviauietuiicnSisacn< du 
Chile, Ex oe aioe hai icin Chuquicamata, Chile. 


Cerro de Oroya, Peru. 
Europe 


Soe, Gen, Mét. de Hoboken § Oolen, Be = 
Cie. Gén. d’Blectrolyse du Palais. --| Le Palais, 
Outokumpu Oy 3 Se he Finiand. 
J aie hsesour Car) Germany (East). 


ee ae Germany. 
Mansfeldscher Kupferschieferbergbau A. G..____| Hettstedt, Germany (East). 
Unterharzer -U. Hittenwerke Okser, Germany. 
Norddeutsche A Hamburg, Deepen 
Zinnwerke Wilhelmebarg Do. 
Actid, Ltd- Buatyre, — Ww, eee 
Birmingham ‘Battery & Metal Co., Ltd.* =, Seales 
Thos. Bolton & Sons, Ltd.? Widnes anes, ae Froghall, North Staffs., 
nglan 
British Copper Refiners, Ltd.?_.__.-_.......__._-- Prescot, Lances., England. 
Refining Co., Ltd.t_...........-- Brimsdown, England. 
5. Walsall., Staffs, England. 
Widnes, Lanes., England. 
Birmingham and Swansea, England. 
Rainham, Essex, England. 
Falconbridge Nikkelverk A/S__._- Kristiansand, Norway. 
Réros Kobberverk 3 Réros, Norway. 
Soc. Espafiola de Construcciones Electro-Me- Cordoba, Spain. 
canicés and Subsidiaries.’ 
Sociedad Industrial Asturiana ° james, Spain. 
Re holms Gamla Industri * Halsingborg, Sweden. 
Bolidens Gruv Aktiebolag 5 
Rudnici Bakra i Topionice 
Africa: 
Unie ¥ Miniére du Haut Katanga ? 


Messina (Transvaal) Dev. Co.3___...-........--- 
Rhodesia Copper , Lid Rk 
aan ooner Mines, Ltd Mufulira, Northern Rhodesia. 
Indian — Moubhandar, Chota, Nagpur, India. 
Sumitomo Metal 2 .--| Nithama, Ehime-ken, Japan. 
Dowa Mng. Co., Ltd_. Kosaka, Akita-ken, Japan. 
Furukawa Denki Kogy ...| Nikko, Tochigi-ken, Japan. 
Mitsui Mng. & Smelting Co., Ltd Takehara, iroshima-ken, Miike, Omuda, 
Fukuoka-ken, Japan. 
Nihon Mng. Co., Ltd Hitachi, Ibaragi-ken, Saganoseki, Oit-ken, Japan. 
Mitsubishi Metal M 
Ergani Bakir Isletmesi 
Murgul Bakir Isletmesi * 
Australia: 
Mount Lyell Mining & Railway Co Mount Lyell, Tasmania. 
Electrolytic Refining & Smelting Cotas Port Kembla, N. 8. W. 


Taken from 1953 Yearbook of American Bureau of Metal Statistics. Electrolytic except as otherwise 
stated; so far as possible plants treating only secondary material have been excluded. 
3 Direct from ore. 
: Fire refining. 
* Copper refineries in Russia are omitted owing to absence of accurate data. In China electrolytic re- 


fneries at Chungking and Kunming (Yunnan) are reported to be producing over 2,000 tons of copper 
annually 


5 Does fire as well as electrolytic refining. 


Satisfactory data covering consumption in major United States areas of fabri- 
cation are not available. An analysis of figures for November 1954 indicates the 
following rough breakdown: 


66839—55—pt. 1——-18 
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Estimated geographic distribution of consumption of refined copper in the 
United States 


Connecticut and Rhode Island 
Pennsylvania, Delaware, and Maryland 
New York and New Jersey 

Michigan and Ohio 

Indiana and Illinois 


New production and expansion projects——United States: Increases in copper 
roduction as a result of various types of assistance permitted by the Defense 
Predeuiion Act; that is, Government loans, Government purchase contracts and 
tax-a~ ortization benefits, or combinations of the three, and expected increases at 
later dates are discussed in the following paragraphs. Some expansion now in 
progress is independent of these Governr ent aids. A review of copper-production 
expansion projects subrr itted to the Governr ent, several of which are now in pro- 
duction and others in course of construction, indicates that new mining, milling, 
and s’ elting capacity in the United States now costs $1,500 to $2,000 per ton of 
annual copper-production capacity. Costs abroad are lower, and under favor- 
able ciru™ stances (that is, where milling or s~elting facilities already exist), pro- 
duction can be expanded at much lower unit costs than in the United States. 
Nevertheless, it is significant that a 16-percent expansion in dorrestic capacity 
would cost on the order of $200 rrillion. It should be noted also, in this connec- 
tion, that major copper projects require 3 to 4 vears for completion. 

The following paragraphs summarize the major programs for preduction 
expansion: 

The “Greater Butte preject’’ of the Anaconda Copper Mining Co., Montana, 
announced in 1947, was designed to bring into production low-grade ore above the 
3,400-foot level in the Butte Hill mines. It was to cost about $27 million, make 
available over 130 million tons of ore (averaging 1 percent copper), and augment 
normal Butte production 45,000 tons annually. Improvements to make this out- 
put possible include construction at Anaconda of a leach-precipitation-float plant, 
a sponge-iron plant for treating the oxidized portion of the ore, storage bins, and 
expanded concentrator capacity. Ore production of 12,000 tons a day, at the 
end of 1953, was expected to rise to 15,000 tons a day in 1954. 

The Yerington mine, Anaconda Copper Mining Co., Lyon County, Nev., 
began to produce in November 1953, it was the first major copper property to 
begin production as a result of Defense Production Act stimulation. The oxide 
ore body, containing an estimated reserve of 35 million tons averaging 9.97 percent 
copper, is mined by open-pit methods and the copper recovered by leaching. An 
estimated reserve of at least 15 million tons of sulfide ore of similar grade underlies 
the oxide ore body. Development and equipment of the property, ineluding 
reopening the Leviathan mine, Alpine County, Calif., as a source of sulfur for the 
sulfurie acid needed for the operation, were expected to require about $38 million; 
about $35 million had been spent to the end of 1953. An annual rate of 33,000 
tons of copper was expected. Copper precipitates are shipped to Anaconda, 
Mont., for smelting. . 

The American Smelting & Refining Co. brought the Silver Bell unit, 40 miles 
northwest of Tucson, Arizon, into production in April 1954. Production was 
expected to be 18,000 tons annually. Ore reserves were estimated at 32 million 
tons, assaying 0.9 percent copper, in 2 separate ore bodies, which can be mined 
by open-pit methods. Total expenditures for bringing the property into produc- 
tion were expected to reach $18 million. 

The Phelps Dodge Corp. started production in July 1954 at the Bisbee East 
(Lavender pit) ore body, Warren (Bisbee) district, Arizona. Production was 
expected to be at an annual rate of about 38,000 tons of copper and to continue for 
11 or 12 vears. The cost was estimated at $25 million. 

The Copper Cities Mining Co., a wholly owned subsidiary of the Miami Copper 
Co., began production at the Copper Cities property, Globe-Miami district, Gila 
County, Ariz., in August 1954. Movement of the mill at the Castle Dome mine, 
also owned by Miami, to the Copper Cities mine began in December 1953 co- 
incidental with exhaustion of the former mine. 

The White Pine Copper Co., wholly owned subsidiary of the Copper Range Co., 
plans to bring the White Pine mine, Lake Superior district, Michigan, into produc- 


ket Ol Or OU Sh 


—— So ok 





REPEAL OF SILVER PURCHASE ACTS 189 


tion late in 1954. The annual target was 36,000 tons of copper. Reserves were 
estimated at 309,660,000 tons of ore averaging 21.3 pounds of copper per ton. 
Milling and smelting facilities are included in the plans for this project. A Gov- 
ernment loan of $57,185,000 was authorized for this property. 

The Kennecott Copper Corp. is preparing to mine by underground methods an 
undeveloped ore body near the company open-pit operation at Ruth, Robinson 
(Ely) district, White Pine County, Nev. A very small margin of profit was ex- 
pected, based on the 1951 price-cost relationship. This area was expected to be 
in production in March 1955. 

The San Manuel Copper Corp., Pinal County, Ariz., wholly owned subsidiary 
of the Magma Copper Co., plans eventually to produce 70,000 tons of copper and 
6 million pounds of molybdenum annually at its mine now under development. 
Reserves are more than 460 million tons, averaging 0.782 percent copper. Magma 
obtained a $94 million loan from the Reconstruction Finance Corporation, part of a 
requested loan of $111,288,000, to develop and equip the property, having already 
invested $10 million in the property. The remainder of the funds required were 
to be obtained privately. A mill and smelter are included in the plans. Produc- 
tion was to begin in 1956. 

Canada: The program of the International Nickel Co. of Canada, Ltd., to in- 
crease underground production to an eventual 13 million tons to offset declines 
from open-pit operations approaching exhaustion is making noteworthy progress, 
and 11 million tons of underground ore was produced in 1953. The goal of 13 
million tons equals 76 percent of the total copper ore produced by underground 
methods in the United States in 1953. International Nickel Co. reserves at the 
end of 1953 were 262 million tons of ore containing 7,817,000 tons of nickel and 
copper. 

he Sherridon operation of Sherritt Gordon Mines, Ltd., Manitoba Province, 
was worked out in 1951; and the mining plants, concentrator, and employees’ 
houses were being moved to the Lynn Lake operation, where nickel and copper 
are to be produced. A new chemical metallurgical refinery, one of the first ofits 
kind, is being constructed; pilot-plant operations were carried on in 1953. Re- 
serves are estimated at 14 million tons averaging 1.223 percent nickel and 0.618 
percent copper. 

The Campbell Chibougamau Mines, Ltd., is developing its property on Merrill 
Island in Dore Lake, Quebec, and plans to start production in the first half of 1955. 
It has a purchase contract with the United States Government. 

The Hudson Bay Mining & Smelting Co., Ltd., is developing a deposit con- 
taining nickel-copper-cobalt ore in the Yukon Territory not far from the Alaska 
border. Other claims in the area have been optioned to other companies. The 
mountainous nature of the terrain and the relative remoteness of the area may 
impede development of producing properties there. 

At the Gaspé property, Quebec, of Noranda Mines, Ltd., the mine and mill 
were expected to be in operation late in 1954 and the smelter early in 1955, Ore 
reserves are estimated at 67 million tons of 1.3-percent copper ore. 

Chile: At the Chuquicamata mine, Antofagasta Province, the oxide ore body 
has formed the basis of operations since they were begun in 1915. Production 
from many millions of tons of oxide and mixed ores will continue for years. In 
1947 the Chile Exploration Co. began to construct a new metallurgical plant for 
treating the sulfide ores underlying the oxide ore body, which had been encountered 
in the pit. The new plant (consisting of a sulfide concentrator and a smelter) 
began to produce in 1952. he capacity of new plant and existing plant should 
exceed 250,000 tons annually compared with a range of yearly output of 172,000 
to 229,000 tons in 1948 to 1953, inclusive. 

Peru: The American Smelting & Refining Co. has carried on extensive drillin 
programs at the Toquepala dnd Quellaveco porphyry-type copper deposits, 
miles apart, in southern Peru. Both deposits were found to contain substantial 
tonnages of ore susceptible to open-pit mining. At the Toquepala property 400 
million tons averaging slightly over 1 percent copper and at the Seana 200 
million tons averaging slightly less than 1 percent have been proved. 

The Export-Import. Bank announced in November 1954 that it was prepared 
to extend a credit of $100 million, out of an anticipated total of $205 million, to 
assist in financing the United States dollar costs of bringing the Toquepala prop- 
erty into production. Thirty thousand tons of ore was to be mined and milled 
per day and up to 140,000 tons of blister copper produced annually. 

Belgian Congo: An extensive development program is reported in proeéss at 
properties of the Union Miniére du Haut Katanga, and the company is also en- 
gaged in plant extensions and new installations. he company produced a record 
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tonnage of 236,000 short tons of copper in 1953. No data are available on the 
prospective increase above this tonnage, but a considerable increase is expected. 
Northern Rhodesia: New companies were to exploit Northern Rhodesian min- 
eral deposits further. The Chibuluma Mines, Ltd., a subsidiary of Mufulira 
Copper Mines, Ltd., received a United States Government loan equivalent to 
about $14 million to develop the Chibuluma mine. Annual production of 18,000 
tons of copper and 500,000 pounds of cobalt was anticipated, and the United 
States was to be repaid in shipments of copper and cobalt to the national stock- 
pile. Production was expected to begin in 1955. Estimated ore reserves were 
7,300,000 tons, averaging 5.23 percent copper and 0.25 percent cobalt. The Ban- 
croft Mines, Ltd., was to develop and equip its mine to produce about 4,000 tons 
of copper monthly, at an estimated cost of £12,000,000. Production was ex- 
pected to start in 1957. Ore reserves were 80 million tons, averaging 3.6 percent 
copper. 
ganda: The Kilembe Mines, Ltd., was developing a copper deposit in the 
foothills of the Ruwenzori Mountains near Kilembe. Proved reserves were esti- 
mated as 15 million tons, averaging 1.44 to 2.09 percent copper and 0.18 to 0.19 
percent cobalt. 
Yugoslavia: Consideration was being given to development of Majdanpek mine 
in eastern Serbia. This deposit was said to contain over 100 million tons of ore, 
averaging 0.85 percent copper, which is susceptible to mining by open-pit methods. 


TECHNOLOGY 
Geology 


Copper ores oceur in rocks of nearly all kinds and ages and in ore deposits of 
mene types. The principal copper minerals are native cop r, chalcopyrite 
(CuFeS,), chaleocite (Cu,8), bornite (Cu;FeS;), enargite (3 iB: As,S,), cuprite 
(Cu,O) and the hydrous copper carbonates, malachite and azurite. Copper 
deposits can be classified geologically into a multitude of types, but for present 
purposes may be grou into two classes—disseminated oe es and all 
others. The disseminated deposits are large masses of, more or less altered and 
decomposed igneous rock in which wn ne is uniformly though sparsely dis- 
tributed in the form of small particles and veinlets; the rock usually is of a granitic 
type and porphyritic texture, whence the term “porphyry copper.” Other types 


of deposits include bedded deposits, vein deposits, massive Seen d ts 
8 size 


etc. The practical importance of the porphyry type is that its size and P ysical 
e, 


character encourage application of large-sca 
methods. 
Mining 

Copper is mined by both underground and open-pit methods; in Michigan an 
appreciable production is obtained by dredging old tailings from a ms for 
retreatment. Underground almost all the common and some uncommon stoping 
methods are used as circumstances require; block caving is the most important 
in the United States. In the open pits, waste and ore alike usually are removed 
in steplike benches, 40 to 60 feet high, and loaded by electric-power shovels into 
trucks or standard-gage cars on an electrified rail-haulage system. If the over- 
burden :ore ratio is too high for surface mining, porphyry deposits usually are 
mined by block caving. 

Copper mining in the United States and Canada is well mechanized, and great 
tonnages of ore are moved at low cost with a minimum of labor. Wherever the 
physical characteristics of the ore bodies prohibit adoption of such methods, the 
average grade of the ore must be higher if mining is to be profitable. 

Table 1 (p. 3) shows how the av grade of copper ore mined in the United 
States has decreased since 1919. It should be observed that the declining grade 
of ore mined does not solely reflect exhaustion of richer reserves but is partly 
accounted for by the ability to exploit lower grade material owing to technologic 

rogress; it is perhaps due also to price increases and in part to the fact that a 
arge and growing fraction of the domestie production comes from low-cost open 
pits instead of underground mines in which costs (and grade-percentage cutoffs) 
are necessarily higher. 


Milling 

The typical copper-milling flowsheet comprises crushing, grinding, flotation, 
edmashen and filtering. Flotation is, and has been for 25° years, the mainstay 
of the treatment of copper ore. Modifications and exceptions are numerous; 
Gravity concentration in jigs and on tables; acid leaching with production of 


ow-cost mining and metallurgical 
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“cement” or electrolytically precipitated metal; ammonia leaching with the end 
product copper oxide; and byproduct-molybdenite recovery. The typical copper 
concentrate in the United States contains 25 to 30 pereent copper and appreciable 
gold, silver, and minor metals like selenium. 


Leaching 


Leaching is not competitive with flotation where sulfide ores are concerned, but 
ores that are predominantly oxide and are associated with little or no acid-con- 
suming gangue and oxidized ores that are present in acid-consuming gangue are 
more amenable to acid or ammonia leaching than to flotation. Leaching has been 
used for the oxide ores at such properties as the Chuquicamata in Chile and for 
mixed sulfide-oxide ores at properties such as Inspiration in Arizona; it is still 
used at these two and is also a supplementary operation at numerous other 
properties. 

At such operations as Chuquicamata and Inspiration, the ores mined are leached 
directly in the leaching plant, and subsequent precipitation is by electrolysis. At 
many open-pit and some underground mines, the copper in ‘‘waste’’ dunps or in 
specially segregated dumps of leaching ore is recovered by heap leaching. The 
water applied to the dump, from whatever source—mine drainage, deep well, or 
surface runoff—may be acidified with sulfuric acid or may pick up ferric sulfate 
from the oxidation products of the ore minerals and thus become capable of 
dissolving copper from the ore. The copper-bearing solution is passed over scrap 
iron, whereupon the iron in the scrap replaces the copper in the solution, and the 
latter metal is precipitated as a fine “‘cement’’ that is washed, drained, and shipped 
to the smelter. Considerable copper is thus produced very cheaply. 

As mine workings deepen and near-surface oxide minerals are replaced by the 
sulfides, flotation is required for economic operation. At Chuquicamata the ore 
occurs in three general subdivisions—oxide, sulfide, and a mixture of both. Only 
oxide was treated from 1915 to 1952. To supplement its production of copper 
from oxide ores the company began to construct a new sulfide plant in 1947, and 
the current construction phase was completed in 1953. 

Leaching in place in a mine, consisting of percolating leaching solutions through 
unmined ores, may be considered a mining operation. The leaching solutions 
usually comprise mine-drainage water but may be acidified surface water. The 
copper is precipitated on scrap iron, 


Smelting and refining 


Copper blast furnaces for producing copper matte became nearly obsolete 
when, with general adoption of flotation, fine-size copper sulfide concentrate had 
to be smelted. Most copper ores and concentrates are now smelted, with or 
without roasting, in reverberatory furnaces. Copper matte and slag are produced. 
The liquid-copper matte (a copper-iron sulfide containing the precious metals 
and some impurities) is treated in a copper converter, where siliceous flux is added 
and air is blown through the molten bath. The iron sulfide is oxidized by the air 
blast to ferrous oxide, which unites with the silica, producing a ferrous silicate slag, 
which is poured off. The copper sulfide reacts with oxygen to yield metallic 
copper and sulfur dioxide. Some volatile impurities are also eliminated in the 
converter as gaseous products and some are slagged off; others remain with the 
copper, which at this stage is called ‘‘blister’’ copper. The name “blister’’ comes 
from the rough surface caused by the escaping gases of the cooling copper castings. 
Blister copper cannot be used as such, as it still is too impure. It may be trans- 
ferred from the converter to small holding or casting furnaces, where it can be 
cast into blister cakes or anodes for shipment to the refinery; otherwise, it may be 
transferred molten to reverberatory furnaces for fire refining before casting into 
commercial intermediate shapes, such as cakes, billets, or ingots. Most copper 
ome consumption channels in electrolytically refined form for electrical and 
other uses, 

The anodes are taken to the electrolytic tankhouse, where they are suspended 
with thin sheets of copper (starting sheets) placed alternately between in a solution 
comprised mainly of dilute sulfuric acid and copper sulfate. The starting sheets 
act as cathodes. An electric current is passed through the tank, causing the 
anode to dissolve and the copper to build up in pure form on the cathode; the 
insoluble impurities, such as gold, silver, etc., sink to the bottom of the tank as a 
sludge or slime or adhere to the undissolved anodes, which are later washed free. 
Some cathodes are cut to specified sizes and sold to consumers in this form, but 
most of the electrolytic copper is cast into other shapes—that is, wire bars, billets, 
cakes, ingots, and ingot bars. 
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SECONDARY PRODUCTION 


Copper recovered from copper scrap, copper-base alloy scrap, and other copper- 
bearing scrap materials as metal, as copper alloys without separation of the 
copper, or as copper compounds is known as secondary copper. Secondary 
copper is produced from new and from old scrap, the two general classes of scrap 
copper. ‘‘New scrap” is defined as waste produced during the manufacture of 
articles for ultimate consumption, including defective finished or semifinished 
articles that must be reworked. Typical examples of new scrap are defective 
castings, clippings, punchings, turnings, borings, skimmings, drosses, and slag. 
From a long-range viewpoint recovery from new scrap is not regarded as part 
of the total supply of copper; however, for short-range purposes, including allo- 
cation of copper by the United States Department of Commerce in emergency 
periods, new scrap generated by durable-goods manufacturers is considered part 
of the total supply. Bureau of Mines statistics on copper recovered from new 
scrap cover only purchased new scrap and not “home scrap’”’ (scrap generated 
in a milling or foundry plant and consumed in the same plant). If the same 
type of material is sold it is ‘purchased scrap.”’ “Old scrap” consists of metal 
articles that have been discarded after serving a useful purpose. Such articles 
may be worn out, obsolete, or damaged. Items of old serap include discarded 
trolley wire, radiators, fired cartridge cases, used pipe, and litographers’ plates. 
These articles were subtracted from the available supply when first manufactured 
and therefore are an addition to it when they return in wornout condition for 
reprocessing. 

Secondary copper is also classified by the form of recovery, that is, as unalloyed 
copper and as alloyed copper. Only the unalloyed copper is part of the total 
supply of refined copper. This section, however, discusses total secondary 
production, alloyed and unalloyed, and both old and new scrap. 

Secondarv-copper production increased markedlv during the 29-year period, 
1925-53. From an average yearly recovery of 511,000 tons in 1925-29, output 
rose to 900,000 tons per year in 1948-52 and totaled 958,000 tons in 1953. 
Alloyed copper, principally brass and bronze, provided virtually the entire 
increase. Recovery in this form averaged 87 percent of the total in 1941-45 
compared to 56 percent vearly for 1925-29. In the postwar years, 1946-49, 
alloyed copper comprised 72 percent and unalloved copper 28 percent of the 
total recovery of scrap; in 1953 the percentages were 75 and 25, respectively. 

Table 1 (p. 3) shows secondary production from new and from old scrap. 

Tt has become a generally accepted policy in defense agencies and others that 
old scrap only should be taken into account in long-term studies involving supplies 
and requirements for copper. As already stated, for short periods such as times 
of emergency when supplies are allocated, new scrap is considered part of the 
total supply by the United States Department of Commerce. Old scrap is largely 
collected by several thousand scrap dealers, who, for the most part, are not affili- 
ated with the great primary producers. . 

The channels through which much of the reclaimed copper returns from the 
scrap dealers and fabricators to use are the secondary refiners, the brass and bronze 
ingotmakers, and the brass mills. ; Ba 

he bulk of the secondary copper in the United States is recovered in ingot 
brass and bronze and other alloys; recovery of scrap as unalloyed copper repre- 
sents less than one-third of the total annual output. 


RESERVES 


The supply of copper known to remain in the ground in the United States is 
estimated at about 25 million tons of recoverable metal. The present major 
roducing mines have 20 to 30 years of life at the nen rates of 1940-50 (4). 
Devan this, exploration campaigns of the past decade around old mines and in 
new areas indicate an additional 10 to 15 years’ supply. If intensive exploration 
is continued, it is expected that this favorable position will be maintained. An 
important feature of the copper-reserve situation is that copper is a large-scale, 
mass-production resource. About 95 percent of the reserves occur in less than a 
dozen mines or mining areas. our 
Much public attention is given to the importance of small mines, but it is a 
lain fact that the bulk of copper comes from a few big operations. The myriad 
little veins, lodes, and scattered throughout the country have relatively little 
importance as potential producers of large tonnages of war-emergency copper. 
e United States has more large copper mines than any other country, but the 
accuracy of the knowledge of the reserves in individual deposits is extremely varied. 
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Physical measurement of ore deposits is only one part of the problem of deter- 
mining economic reserves. A further difficulty is estimating the economic basis. 
Not only do the commercial reserve totals fluctuate with changes in the price of 
copper, but there is another feature that is often overlooked. Inflationary cycles 
can raise the cost of production and wipe out otherwise economic reserves. Mining 
companies are acutely aware of the fluctuating profit-or-loss features of their re- 
serves and tend to minimize them in order to be conservative. 

Ultimate copper resources are an important aspect for long-range planning, but 
reserves are normally considered in terms of economically profitable material. 
The United States reserve position in the light of current profitability ranks first, 
at present, among the three major copper regions of the world but may ultimately 
rank third. The main reason is the relatively lean quality of domestic ore. The 
uptrending scale of wages, not mentioned by the author of the report on reserves 
(6), is an important additional factor. 

The African deposits are notable for huge reserves of 3- to 6-percent ore, whereas 
the United States average is less than 1 percent. The Chilean deposits have huge 
tonnages averaging 2-percent copper. Russian grades appear no better than those 
of the United States. 

Currently African producers have transportation difficulties and shortages of 
fuel, power, and skilled labor. In South America the labor problem is intensified 
by the vagaries of local government policies. The threat of extreme taxation and 
even confiscation has.deterred investments in Latin America. Political events 
promise to be a major factor in determining the competitive position of the world’s 
major copper producers. 

Three-fourths of American production now comes from large-scale, low-cost, 
open-pit deposits, in contrast to the predominance of the underground mines in 
South America and Africa. However, American open-pit operations face eventual 
termination because of increasingly adverse ratios of waste rock that must be 
removed to uncover copper ore. At least under current conditions, the life of 
American open-pit operations is limited largely to 10 to 20 years, with 30 years the 
exception. The life of the property can be extended if the grade of ore permits a 
changeover from open-pit to underground mining. 

About 95 percent of the United States reserves occurs in a dozen mining areas. 
These deposits, including both economic and semieconomic materials, are listed 
in table 11. 

Addition of the following mines and districts brings the coverage to 98 percent: 
Magma, Ariz.; Silver Bell, Ariz.; Cornwall, Pa.; Bagdad, Ariz.; Tyrone, N. Mex.; 
and Glacier Peak, Wash. The remaining 2 percent of reserves is distributed 


among some 200 present and former copper mines and districts of the United 
States. 


TaBLE 11.—12 mining districts containing 95 percent of the United States copper 
reserves, 1950 


Principal ownership 
Anaconda Copper Mining Co. 
Kennecott Copper Corp. 
Copper Range Cory pe Calumet & Hecla, Inc. 
Phelps Dodge Co 
San Manuel, Ariz Magma Copper Co. (Newmont Mining Co.). 
Ely-Kimberly, Nev_._.._ Kennecott Copper Corp. and Consolidated Copper- 
mines Co 
Central, me Mex Kennecott a Corp. 
Ray, Ari Do. 
Ajo, Ariz. Phelps Dodge Corp. 
res, Nev Anaconda Copper Mining Co. 
Miami Copper Co. and Inspiration Consolidated 


Copper ; 
Phelps Dodge Corp. 
1 Ineludes Castle Dome, Copper Cities (Sleeping Beauty), Inspiration, Miami, and Globe, 
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The districts that contain 85 percent of the world’s copper resources are listed 
under Geographic Distribution of Copper Industry. 

Most observers agree that world reserves exceed 100 million short tons of recov- 
erable metal, with the prospect that, when conditions for production in foreign 
countries improve (that is, adequate power, transportation, and other facilities 
are supplied and political, labor, and other problems alleviated or solved), reserves 
may be double the quantity given. The possibilities for advancement in mining 
and metallurgical techniques are great, and the quantities of copper that ultimately 
may be made available probably will differ sharply from any of the many previous 
estimates, 

CONSUMPTION, USES, AND SUBSTITUTES 


Consumption and uses 


Copper is widely used because it has superlative electrical conductivity, high 
heat conductivity, and good corrosion resistance and because it is strong, yet 
malleable and ductile and can be alloyed readily with many other metals to 
acquire or impart desirable characteristics. Nearly half of it is consumed in 
virtually pure metallic form, primarily by the electrical industry in the manu- 
facture of generators, motors, electric locomotives, switchboards, telephone and 
telegraph equipment, light and power lines, and other items. Most of the 
remainder is employed by the alloys industry in manufacturing brass, bronze, 
and other copper alloys that are used ultimately in building construction, auto- 
mobile manufacture, ammunition, shipbuilding, and a wide variety of other pur- 
poses. During a war, copper’s chief use is in munitions, although it is employed 
widely in vehicle production, airplane manufacture, naval aud other ship con- 
struction, and signal equipment and ordnance manufacture. 

The consumption of refined copper, by broad industry classifications, in 1949-53 
is shown in table 12. 

Estimates on the consumption of copper by end uses were made by an industry 
representative for the President’s Materials Policy Commission and were quoted 
in its report. These figures are given in table 13. 


TaBLE 12.—Refined copper consumed in 1949-53, by types of consumers 
[Short tons] 
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Data on refined copper contained in shipments of copper-base mill and foundry 
products, by industry groups, in the fourth quarter of 1951 through the second 
quarter of 1953, were a by the Business and Defense Services Adminis- 


tration and published (22) in 1954, The figures are summarized in table 14. 
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TaBLE 14.—Shipments of copper-base mill and foundry products, in the 4th quarter 
of 1951 through the 2d quarter of 1953, by industry groups 


[Million pounds refined-copper content] 





1951 1952 
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Substitutes 


The copper industry faces competition from several metals that have made 
inroads into the. copper-consumption pattern in the post-World War II period. 
Price is only one of several factors that contribute to a trend toward partial 
substitution in copper. The sudden increase in demand since June 1950. arising 
out of a defense prcene. superimposed on high levels of industrial activity, and 
the comparatively inflexible short-run supply of copper caused prices to rise. 
Production could not be expanded rapidly, and adequate copper was not available 
even at relatively high prices; many major consumers were impelled to search, at 
least temporarily, for substitutes. The electrical industry particularly, chief 
copper-consuming industry, looked to aluminum. Aluminum wire with a steel 
core (ACSR) has displaced copner for Pama transmission lines, and this 
change appears permanent. Other typical substitutions of aluminum for copper 
are fractional horsepower motor windings and lightbulb bases. Further, the 
cold-war economy gave the Military Establishment time to change specifications 
and design. An example is an accelerated shift to the use of steel for brass in 
shell cases. Research work indicates that titanium can become an important 
substitute for copper when the cost is reduced through application of production 
technology so that its price is low enough to come into a competitive range. 

Aluminum and stainl ess steels have also somewhat reduced the use of copper in 
the building industry. The plastics have not been a strong competitor. Tech- 
nology has furthered substitution for Sauber by the introduction of numerous 
clad metals, including copper-clad, which use proportionately less metal than 
would solid copper. inted electrical circuits have also come into the field as a 
substitute for copper wire. 

A study of the use of copper and aluminum in the first quarter of 1953 compared 
with an ee quarter of 1947, for selected product groups, was made by the 
Business and Defense Services Administration. Some of the major groups selected 
were found to have shown the following changes: Electrical equipment for internal- 
combustion engines, copper rose 39 percent and aluminum 205 percent; radio 
and radio products, copper rose 133 percent and aluminum 246; motor vehicles 
and parts, copper rose 18 t and aluminum 82; metal stampings, copper 
dropped 42 percent, while um rose 57; eyes and telegraph equipment, 
copper rose 61 percent and aluminum 97, and the total for all groups selected, 
copper rose 11 percent and aluminum 95 percent. 
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Adjustment to the new competing materials does not involve much more than a 
shift in the overall consumption pattern. It will make more copper available for 
those uses for which it is peculiarly fitted and for which no substitute is practicable. 
A concentrated effort to introduce successfully an automobile radiator of a material 
other than copper has not proved successful. The heating, air-conditioning, and 
refrigeration industries do not expect substitution for copper in their fields, where 
copper tubing is used extensively and is unexcelled. 


SOURCES AND ADEQUACY OF STATISTICAL INFORMATION 


The major continuing series of Government statistics on copper are as follows: 
Bureau of Mines 
Monthly series: 
Production: 
1. From mines. 
2. From primary smelters and refineries (domestic and foreign primary 
crude materials, and scrap). 
3. Copper sulfate. 
4. From secondary smelters and brass mills as unalloyed and alloyed 
copper, showing that from old and new scrap. 
5. Copper in chemicals from scrap at secondary plants. 
Consumption: 
1. Refined copper by major industry classes, 
2. Scrap, by types, from all plants. 
Stocks: 
1. Primary smelters and refineries finished products. 
2. Scrap at secondary smelters and brass mills, by types. 
3. Scrap at primary plants by grades. 
4. Copper sulfate. 
Annual series: 
Production: 
1. Refinery shapes at primary plants. 
2. From scrap at foundries and chemical plants showing that from old 
and new scrap. 
3. Byproduct sulfuric acid at copper plants. 
Consumption: 
1. Consumption of brass and bronze ingot by foundries. 
2. Consumption of scrap at foundries, miscellaneous manufacturers, and 
chemical plants. 
Stocks: 


1. Scrap at foundries, miscellaneous manufacturers and chemica] plants. 
2. Sales ef copper by selling agencies. 


United States Department of Commerce 
Foreign trade: 
. Imports of copper by countries and classes. 
. Exports of copper by classes. 
3. Exports of refined copper by country of destination. 
. Imports of copper sulfate by countries. 
. Exports of copper sulfate by country of destination. 
. Imports of copper and brass scrap. 
. Exports of copper and brass scrap. 
al “ Ind Quarterly Re 
20 r Industry arterly Report. 
Shiieeete of Copper-Base Mill and Foundry Products. 

The Copper Institute, the United States Copper Association, and the American 
Bureau of Metal Statistics, all at 50 Broadway, New York, N. Y,, compile monthly 
figures on copper production and shipments in the United States, some monthly 
data on foreign production, monthly totals on consumption in the United States 
and outside thereof, and monthly stocks of refined copper. The American 
Bureau of Metal Statistics publishes production for the larger mines or mining 
companies on an annual basis, world production and consumption by countries, 
plant capacities, and other items, some of which are not statistical. 

There are no continuing data on consumption of copper by end uses and none 
showing consumption by geographic location, although geographic data would be 
available regularly in Bureau of Mines reports if a few companies now reporting 
on a company basis would give plant res instead. Figures showing sources 
of scrap on a geographic basis likewise are lacking, as are adequate data on reserves. 


sto th @ @onsrth 
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FOREIGN TRADE 


United States foreign trade in copper has consisted chiefly of importing crude 
materials such as ores, concentrates, matte, and blister and of exporting refined 
copper, fabricated copper and fabricated-copper products, and manufactured 
goods containing copper. For many years United States smelting and refining 
capacity has been excessive for the treatment of domestic materials, and this 
excess capacity has encouraged the importation of foreign crude materials for 
custom treatment. Through this means greater quantities of foreign copper 
were available for commerce, and the United States smelting and refining industry 
also benefited; however, foreign producers have made great progress in building 
their own reduction plants and are continuing to become independent of this 
United States service. 

Imports of copper into the United States by countries and by classes in 1953 
and by countries in 1949—53 are shown in tables 15 and 16. 

Most copper exported is in advanced forms of manufacture in which the copper 
content is indeterminate. In recent years the copper exported in refined form 
and in primary fabricated shapes has been largely from imported crude materials 
refined or fabricated here. Because supplies of copper in the United States have 
been inadequate to fill requirements in most of the period since the end of World 


War II, copper has been subject to export controls. Exports are given in tables 
17 and 18. 


TaBLE 15.—Copper (unmanufactured) imported into the United States, in 19853, 
by countries 


[Short tons] 


| 
Regul —- 
egulus, 
Ore | Concen- | black or | blister na = — 
Country of origin (copper trates coarse | and con-| ingots ie 
r eubhent) (copper | copper | verter in lates, remanu- 
content) | (copper | pigsor | PlS%s, 


content) converter or bars 


1, 038 
Belgian Congo. .-..- CINE. an Pica ci iene hai a en ee 3 
Belgium-Luxembourg 


, West 
, Gozo, and Cyprus 


217 
11, 894 
2, 194 
7,715 
1, 454 


7,019 | 273,610 677, 069 





1 Some copper in “‘Ore”’ and “‘Other” from Republic of the Philippines is not separately classified and is 
included with “Concentrates.” 


Source: General imports: U. 8. Department of Commerce. 
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TABLE 16.—Copper (unmanufactured) imported into the United States, 1949-53, 
by countries 


[Short tons] 


Australia 
Belgian Congo 
Belgium-Luxembourg 


SN sao eecoe 

France 

Germany 

Japan 

Malta, Gozo, and Cyprus. 
Mexico 

Netherlands : 
Northern Rhodesia... 
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Philippines 
Sweden............ 
Turkey __.. 

Union of South Africa 
United Kingdom .-___- 
Yugoslavia 

Other countries 
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3 


1 Less than 1 ton. 

2 Revised figure. 

3 West Germany. 

* Tonnages credited to Southern Rhodesia by the U. 8. Department of Commerce have been added to 


hee ng Rhodesia, inasmuch as copper of the grades reported does not originate currently in Southern 
odesia. 


Source: General imports: U. 8. Department of Commerce. 


TABLE 17.—Refined copper exported iS oF United States, by country of destination, 
949-53 


[Short tons] 
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Source: U. 8. Department of Commerce, 
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TaBLE 18.—Ezports of copper from the United States, by classes, 1949-53 
[Short tons] 


Plates, | 

sheets, 
and 
strips 


1 Due to changes in classifications, data for 1952-53 not strictly comparable to earlier years. 
Source: U. 8. Department of Commerce. 


The sources of imported crude materials and destinations of exported refined 
copper and primary fabrications of copper are shown under Foreign Trade. 
From 1949-1953, 23 pereent of refined and unrefined copper imported came 
from Canada and Mexico, and 56 mnt came by sea from other Western 
Hemisphere sources. Africa supplied 11 percent of the United States receipts 
during this period, but such copper was largely for reexportation. 


STRATEGIC CONSIDERATIONS 


The United States now depends on imports of copper to help fill all needs 
for this metal both in time of war and while experiencing a healthy peacetime 
economy. Evidence points to the conclusion that, in future, only under abnormal 
and not-to-be-desired conditions (such as a major depression) are domestie mines 
likely to fill total domestic demand and then only if prices remained high in 
relation to costs. The shift of the United States from a net exporting (exports 
exceeding imports) to a net importing (imports exceeding exports) Nation did 
not take place until World War II, although the excess of United States supplies 
over requirements had been declining for some time. This growing dependence 
resulted more from the sharp expansion in United States consumption than from 
exhaustion of domestic reserves and was met in part by increased imports from 
Africa and Canada, but principally from Chile. United States production and 
apparent consumption of new copper are shown in table 19. The table indicates 
a smaller than actual export surplus for early years and a greater dependence 
than manly eae in later years. This adie results from counting copper 
taken into United States fabricating plants as consumption, whereas much 
copper, not measurable, leaves the country in-.manufactured form. 


TaBLE 19.—Mine production of copper, apparent consumption of new copper and 
excess consumption over production, 1920-29, 1980-89, 1940-49, 1950-63 


' Includes copper, if any, delivered by industry to the national stockpile. 
5 Production excess. rs 


Of the supplies received from Chile (49 percent of total United States inyports), 
virtually all was from properties controlled by the Anaconda Copper Mining Co. 
and the Kennecott Copper Corp. (United States companies). The greatest part 
of Chilean revenue comes from copper mining, and the three mines that supply 
almost all of Chile’s exports are owned by these United States concerns. 
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Western Hemisphere production of copper is more than adequate to take care 
of Western Hemisphere requirements; an excess of more than 150,000 tons is 
estimated for 1953. 

Dependence of the United States on imported metal for a substantial part of 
requirements has led to the establishment of a large national strategic stockpile 
objective for copper. The stockpile objective was still incomplete at the end of 
1954. 


BUREAU OF MINES EXPLORATION PROGRAM 


The strategic minerals development program was inaugurated as a result of the 
passage of the Strategic Materials Act of 1939 (Public Law 177, 76th Cong., 
June 7, 1939). Copper was not on the original list of scarce metals for investiga- 
tion in 1939, as the United States was a copper-exporting nation at that time. 
It became apparent in 1940 that the United States would be unable to fill all of its 
expanded requirements by a substantial margin, and by 1942 a number of author- 
ities said that copper had become the most critical metal of all. Bureau of Mines 
investigations thus began to place more stress on copper. In Bureau of Mines 
Report of Investigations 4647, a résumé of the results of mineral resources projects 
through the fiscal year 1949, Lowell B. Moon said: 

“Of the 36 copper deposits where the Bureau’s work has developed ore, 35 are 
of moderate size and moderate grade and the other is a large low-grade porphyry 
deposit. Fifteen of the 35 moderate-size deposits have produced some copper 
since the Bureau’s projects were finished. 

“A mining company has continued the development started by the Bureau on 
the porphyry-copper deposit—San Manuel in Arizona. Although the Bureau’s 
work indicated 110 million tons of 0.77-percent copper, the additional drilling 
done by the company has indicated an additional 363 million tons of the same 
grade, making a total of 473 million tons containing on the order of 3 million tons 
of recoverable copper. The company is sinking two shafts as the beginning of an 
underground development program. Production is expected to begin in about 
another 5 years. The deposit will be able to produce an important part of the 
country’s copper in a future emergency.”’ 

The Bureau continued mineral-resources investigations after 1949, but on a 
reduced scale, and when this type of work was expanded because of defense needs, 
the Defense Minerals Administration was charged with the reponsibility of carry- 
ing on the work, with the Bureau of Mines and the Geological Survey in:advisory 
capacities. Further discussion is included under Defense Program. 


DEFENSE PROGRAM 


The Defense Production Act, empowering the President to regulate the economy 
to assure adequate supplies of materials for expanded deferse and essential civilian 
requirements, became law in September 1950. Among the provisions that applied 
particularly to the copper industry were those that called for encouragement of 
expansion in supplies and curtailment in unessential consumption. The Defense 
Minerals Administration and its suecessors—the Defense Materials Procurement 
Agency and the Defense Minerals Exploration Administration—which are charged 
with encouraging production of strategic materials and with searching for new 
sources of production were the agencies concerned most directly with mineral 
production. Copper was given a high priority to receive various types of produc- 
tion expansion assistance—production loans, Government purchase contracts 
assuring a market at specified prices with escalation provisions, and certificates of 
necessity permitting accelerated amortization for income-tax purposes. The 
larger projects are discussed under Geographic Distribution of the Industry— 
Production. Properties that fulfilled certain specifications were granted explora- 
tion loans amounting to 50 percent of estimated costs, to be repaid from eventual 

roduction. 

Soon after the National Production Authority was established late in 1950, it 
issued orders restricting excessive oe r and copper-base-alloy inventory aceumu- 
lations, reducing consumption, establishing rules directed at regulating the flow 
of these materials, as well as others, directing the flow of serap, and limiting toll 
agreements. Ir 1951 the Defense Production Administration reinstituted the 
controlled materials plan, used effectively in World War II, for distributing fabri- 
cated products made from copper, steel, and aluminum, the three materials covered 
by that major war device of the earlier period. oper raw materials were placed 
under complete allocation control, effective August 1, 1951. 

Efforts to assure equitable supplies for all “free world” nations resulted in the 
placing of copper under international allocation. Quotas for the free world were 
estabiished by the International Materials Conference, beginning with the fourth 
quarter of 1951. The member countries voluntarily accepted restrictions upon 
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quantities to be consumed and agreed not to dispose of copper to countries in the 
Soviet bloc. 

Another defense measure was the placing of ceiling price restrictions on copper 
and other commodities in January 1951. The effects on copper are described 
under Prices and Costs. 

Early in 1953 the situation had eased so that United States price controls and 
national and international allocation of copper were abandoned. Military and 
Atomic Energy Commission needs were still to receive preferential treatment, 
however. 


PRICES AND COSTS 


United States price quotatio:s are usually in cents per pound for electrolytic 
copper delivered Connecticut Valley or the equivalent f. o. b. New York refinery 
and cover the ordinary forms of wire bars and ingot bars. According to the 
E&MJ Metal and Mineral Markets, the premiums on special shapes, in cents per 
pound, are: Standard ingots, 0.125; slabs, 0.375 and up; cakes, 0.425 and up, de- 
pending on weight and dimensions; and billets 1.35 and up, depending on dimen- 
sions and quality. Discounts granted on cathodes are 0.125 to 0.15 cent per 
pound. Early in July 1950 the Kennecott Copper Corp. announced that it would 
dispose of its copper on a uniform delivered price basis throughout the United 
States, marking a noteworthy change in the long-established practice of the copper 
industry. The delivered basis has since been generally adopted by the industry, 
but not until nearly 4 years later. 

Prices for copper in 1920 to 1953, inclusive, are shown in table 20. Quoted and 
weighted prices are given, as well as weighted prices adjusted by the wholesale 
index of the Bureau of Labor Statistics. 


TABLE 20.—Average yearly quoted prices of electrolytic copper and average weighted 
prices of refined copper delivered in the United States (including prices adjusted 
by the wholesale index), 1920-53 


[Cents per pound] 
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The price for copper in 1928 was the highest for any year since 1920, 1929 
exceeded 1920, and in 1930 continued high until April. There is little doubt 
that one effect of these high prices was acceleration of the development of copper 
mines throughout the world, ne in Africa and Canada. When the 
price collapsed it dropped to the lowest average for all time, or to 5.7 cents a 
pound for all of 1932. The average price indicated for the entire production for 
87 years (1845-1931) was 16.1 cents a pound and for the 30 years (1902-31) 
16.3 cents. 

Prices continued low, almost without exception, until after World War II. 
In World War II Government controls held copper at 12 cents a pound delivered 
Connecticut Valley (11.87 f. o. b. refinery equivalent). Under the premium price 
plan the Government granted premiums for copper produced from high-cost 
mines and from high-cost sections of other mines. Quotas were assigned by the 
Office of Production Management and the Office of Price Administration, and 
only proton over assigned quotas was eligible for premiums. During the 
period of premium prices (February 1942-June 1947), when demand for copper 
was  wevete' the average price, including all premiums, was only 14.3 cents a 
pound. 

The quoted price jumped from 11.87 cents a pound, f. o. b. refinery, before 
price control was ended on November 10, 1946, to 19.37 cenis by the end of the 
year. 

The postwar period was one of continuing high demand, except for part of 
1949, when an industrial recession was underway. Improvement was noted 
in the second quarter of 1950, and there was a noteworthy upsurge of prices 
following the onset of the Korean emergency in mid-1950; the quotation for 
electrolytic copper was 24.37 cents a pound at the end of the year. 

Ceiling prices for copper were established by the general ceiling price regulation 
issued by the Economic Stabilization Agency and effective January 26, 1951. 
This order set maximum prices at not to exceed the highest prices received by 
individual producers between December 19, 1950, and January 25, 1951, inclusive. 
Most primary producers were selling electrolytic copper, delivered Connecticut 
Valley, at 24% cents a pound, and that price became the coiling for those pro- 
ducers. Some other companies, representing a relatively smal] aggregate tonnage 
sold for substantially higher prices during the period selected, and these higher 
prices became their ceilings. 

Foreign countries, like the United States, had mobilization plans calling for 
increased quantities of copper, and world consumption in 1951 was rising. orts 
of all countries to obtain supplies of metal led to increasing world prices and to 
speculation, causing further price increases. Rumors had it that prices up to 60 
cents a pound were paid for copper on the European continent, while United States 
prices were frozen substantially at 24% cents. . 

The situation led to an agreement between the United States and the Chilean 
Government in May 1951 re for payment of an additional 3 cents over the 
United States ceiling for Chilean copper sold in the United States. A little later 
the Office of Price Stabilization permitted all as refined in the United States 
from imported materials to be paid for on basis of 27% cents a pound. 

Another factor that tended to confuse the price sitvation was action of the 
Defense Materials Production Agency to avoid loss of production from mines 
that faced closing because of rising costs. Maintenance-of-production contracts 
based on productiun costs of the mines involved were entered into with these 
companies, thus additional sets of prices were established. 

Prices in foreign countries continued above those for foreign copper sold in the 
United States (27% cents), and Chile became dissatisfied with the os 
arrangement. The outcome was abrogation, in May 1952, of its agreement wi 
the United States. 

On May 21, 1952, the Office of Defense Mobilization authorized importers to 
pay higher prices for imported copper and to pass 80 percent of increased costs 
on to users. Early in June it was decided that the increases were to be calculated 
using 24!4 instead of 27% cents as a base. In an effort to distribute the effects 
of these price ceilings fairly among consumers the National Production Adminis- 
tration began to allocate domestie copper production and foreign entitlements to 
all users on an approximate 60-40 percent basis instead of just allocating copper. 
As a result of this move, some domestic consumers whose domestic ocpper- 
producing affiliates usually supplied ample copper had to sell some of their pro- 
duction to competing companies. and to buy some foreign metal or to decrease 
consumption. omestic fabricating affiliates of can mi companies 
producing in Chile, on the other hand, since May 1951 had been absorbing the 
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3-cent differential in costs between 24% and 27% cents but during that time were 
not receiving the higher prices permitted for their Chilean-produced metal. 
They continued to receive only 24% cents for their output until July 1952 when 
they, with all other fabricators, were permitted to pass on to consumers 80 percent 
of increased costs over 24% cents. 

The improved supply-requirements relationship resulted in abandonment of 
price controls on copper and copper products in February 1953; and by the end 
of April domestic and foreign prices, except Chilean, were close together at about 
30 cents a pound; the price for the Chilean outputs of the 3 large American mines 
was held, under Chilean Government direction, at 3544 cents a pound in Chile 
(about 36% cents in the United States) until December 1953. 

Very few summaries are available on the costs of producing copper. Refer- 
ences to some articles on the subject are given in the Bibliography. 


TARIFF 


When the market for copper collapsed at the end of the 1920’s, domestic 
producers had difficulty in disposing of their output and feared that they might 
even lose a large part of the domestic market. As a result of pressure at the 
time, an excise tax of 4 cents a pound was imposed June 21, 1932. The Govern- 
ment became virtually the only importer in World War II, and during the period 
when it held this position the tax was not applicable. The tax was reinstated for 
a very brief period, following which it was suspended by acts of Congress from 
April 30, 1947, to June 30, 1950. The suspended tax, meanwhile, was reduced, 
as a result of the trade agreement negotiations at Geneva in 1947, to 2 cents a 
pound, effective March 16, 1949. e 2-cent tax fina'ly came into effect on 
July 1, 1950. It was, however, suspended again on April 1, 1951, and thes spen- 
sion was subsequently continued to June 30, 1955. The law provides that the 
Tariff Commission must notify the President within 15 days after the end of any 
month in which the price drops below 24 cents a pound, delivered Connecticut 
Valley, and within 20 days thereafter the President must revoke the suspension. 


OvrTLooK 


During World War II and in most of the postwar years United States reauire- 
ments for copper exceeded supplies, and the world situation was almost parallel. 
As a consecuence, rather than a search for new uses there has been more general 
interest in the develonment of new sources of supply, in attempts to make supplies 
of copper stretch further, and in the study of substitutes. For many years before 
World War II the United States produced more than enough copper for total 
needs and e~ported the surplus. e outlook now is that the United States will 
continue to be a net importer of copper, except for possible brief periods when 
demand is cut more sharply than production, and that this dependence is more 
likely to grow than to diminish. As a result of this trend, interest in the search 
for substitutes has been accelerated. 

Other trends are toward greater international independence of United States 
smelting, refining, and»fabricating facilities, in the order mentioned. Chile has a 
new Government smelter that is processing a large part of the ores and concentrates 
formerly shipped to United States plants, Mexico has a relatively new refinery 
that reduces the supply of foreign copper to United States plants, Northern 
Rhodesia is becoming increasingly self-sufficient in regard to refining facilities, 
and the same trend is noticed elsewhere, as in Yugoslavia, where efforts are being 
mate to fabricate a substantial part of the copper mined. 

If the international tension, with attendant semimobilization, continues for 
several years, if there is a continued high level of industrial activity, and if the 

pulation increases as anticipated, annual consumption of new copper in the 
Tnited Etates may average 1,600,000 tons by 1960. This figure makes no provi- 
sion for Government stockpiling but includes consumption of manufactured goods 
for export. United States production may be 1,000,000 to 1,100,000 tons at 
that time, which means, of course, that net imports cf copper must average one- 
half million tons annually. Foreign deposits should be rea‘tily able to supply this 
large excess over all other world needs. If the efforts of other countries to develop 
higher standar’s of living and to become more self-sufficient in regard to smelting, 
refining, and fabricating facilities bear fruit, and they may ke expected to do so, 
in part at least, this large excess of foreign production might not be available to 
the Unite’ States; but, by the same token, under such circumstances the consump- 
- a of the United States would fall below the 1,600,000 tons 
indicated. 


66839—55—pt. 1-14 
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PROBLEMS 


Basically the United States copper industry is on a sound footing and is 
prosperous and well-balanced business. The prospects are that the demand for 
copper will hold the price at profitable rates for a long time to come. There may 
be short-term slumps; and, of course, a general, long-continued, industrial depres- 
sion would affect the copper industry. as seriously as any other. However nothing 
of that kind is foreseen. A large share of the copper-productive machinery is 
integrated with the consuming industry. The industry as a whole, is character- 
ized by the small number and large size cf its units. easure‘l-ore reserves are 
in good share and probably are as large, in terms of metal recoverable at current 
prices, as they ever were. Ameritan copper comvanies have a large financial 
share and a considerable management responsibility in many of the principal 
foreign enterprises. The industry has supported research in the past, and losses 
of copper at all stages from mining through milling and smelting and refining into 
the consuming industries have been reduced to a degree that makes such losses a 
minor problem. 

Some anxieties of the industry are the following: 

. Competition from foreign copper produced at lower unit labor costs. 
. The tariff. 
. Depletion of domestic ore reserves. 
. Inroa’s of other materials, particularly aluminum, into the copper market. 
. The future of marginal producers. 
. Growing dependence on foreign sources of supply. 
. Rise of nationalism abroad. 
Wide price fluctuations outside of the United States. 

Of all these and many Others that may be named, the most serious long-term 
problem relates to the United States increasing dependence on foreign sources of 
supply. This dependence has implications that are not wholly related to military 
security. Stockpiling, as currently practiced, does not protect United States 
buyers in the world market. if unfriendly or hostile interests choose to exercise 
arbitrary controls over critical raw materials. 

As has been pointed out elsewhere, the growing reliance on foreign copper is 
not due to exhaustion of domestic reserves but rather to expanded domestic con- 


sumption. ‘The discovery, exploration, development, and exploitation of large, 
rich, foreign ore deposits have made possible the filling of the gap between domestic 
production and consumption plus stockpiling. 

To maintain a substantial supply from domestic mines, the problems will be to 
develop economic methods of mining and processing ores of lower and lower grade, 
of the types now being produced, as well as to develop new or improved methods 
of extracting copper from ey: acme oxide-sulfide, and complex ores. This, 


however, is a serious problem he cost of production depends largely on labor 
costs, and each advance in these and other costs, unless accompanied by compen- 
sating factors like higher copper price or improved technology, converts a certain 
quantity of marginal reserves into merely mineralized rock which cannot be ex- 
tracted and processed economically. 

Development of improved methods of scrap recovery and utilization would help 
to solve the foregoing problems by supplementing the ‘contribution from domestic 
mines. 

Inadequate knowledge of the ways in which materials in more abundant supply 
can be substituted for copper without loss of efficiency is a problem. It is of 
particular concern to Government in times of emergency and a problem that con- 
tinues to worry the industry. 

Lack of data o1. certain aspects of the copper industry robs industry and Govern- 
ment of some of the tools required for most efficient handling of problems of 
balancing supplies and requirements in emergency periods, as well as in normal 
times. Some of the missing data are: 

1. End-use consumption figures on a continuing basis. 
2. Figures on consumption by geographic areas. 
3. Figures on generation of scrap by geographic areas. 
4. Complete and comprehensive data on reserves. 
Most foreign countries have more serious gaps in’ their data. 
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A large volume of literature is available on copper covering all phases of the 
industry. The Bureau of Mines publishes a chapter on Copper in the Minerals 
Yearbook (4) which presents complete statistical coverage plus a review of 
domestic and foreign events of significance for each year. Statistical information 
is also available in the annual volumes of the American Bureau of Metal Statistics 
and the American Metal Market annual, Metal Statistics. The Copper Institute 
and United: States Copper Association monthly reports (the latter marked ‘‘Con- 
fidential”) are published in the technical press. 

The Copper and Brass Research Association and the Copper Development 
Association (London) distribute numerous publications on the utilization and 
properties of copper and its alloys. The larger copper consumers have information 
pamphlets for distribution on the advantageous characteristics of copper and 
copper products. The Bureau of Mines has issued numerous reports of investi- 
gations on domestic copper occurrences and operations. 
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The copper industry is well covered in Peele’s Mining Engineers’ Handbook 
and Taggart’s Handbook of Ore Dressing. Other standard texts on the nonferrous 
metals devote considerable space to copper. Some of these are: An Outline of 
Metallurgical Practice, by Hayward Nonferrous Production Metallurgy, by 
Bray and Handbook of Nonferrous Metallurgy, volume II, by Liddell. 


Unirep Srates DEPARTMENT OF THE INTERIOR, BuREAU oF MINES 
MINERAL INDUSTRY SURVEYS 


(Mineral Market Report MMS No. 2361) 
Copper INDusTRY IN 1954! 
(Preliminary Report) 


Copper mine production in 1954 did not increase as anticipated with the 
bringing into production of new large properties, but declined 10 percent from 
1953, according to the Bureau of Mines, United States Department of the 
Interior. Smelter and refinery outputs from domestie primary materials dropped 
approximately the same as mine production but refined production from foreign 
primary materials rose slightly. Consumption of refined copper continued large 
for a peacetime year but was about 20 percent below the high rate for the previ- 
ous year. From Department of Commerce foreign-trade figures for 11 months, 
it appeared that imports for the year might be 15 percent under receipts in 1953 
and that exports of refined copper, the principal copper export class, undoubtedly 
would be more than double the shipments from the United States in the earlier 
year. Producers’ and consumers’ inventories of blister and refined copper, of 
materials in process of fabrication and of primary fabricated shapes declined 
about 15 percent during 1954. Quoted prices for copper increased slig} tly in 
1954, from a range of 29% to 30 cents at the beginning of the year to a flat 30 
cents for April 12 to the end of the year. Meanwhile prices on the London 
Metal Exchange moved upward sharply in the latter part of the year and reached 
a all-time peak of £310 per long ton (equivalent to 38.75 cents a pound) in 

ctober. 

Four new large operations reached the production stage in 1954. The first 
three, all in Arizona, are open-pit mines. The Silver Bell mine, Pima County, 
of the American Smelting & Refining Co., started in April; the Bisbee East 
(Lavender pio mine, Cochise County, of the Phelps Dodge Corp., started in 
July; and the Copper Cities, Gila County, owned by a subsidiary of the Miami 
Copper Co., started in August. The properties are expected to reach annual 
rates of 18,000, 38,000, and 22,500 tons, respectively. The fourth large mine 
to come into production was the White Pine, Ontonagon County, Mich., which 
started in October and is expected to uce 36,000 tons annually, This is an 
underground operation. The San uel underground mine, Pinal County, 
owned by a subsidiary of the Magma Copper Co., Arizona, and largest of all, 
was not to reach the production stage before the end of 1956; an annual produc- 
tion rate of 70,000 tons was anticipated. The “Greater Butte project” of the 
Anaconda Copper Mining Co., Butte, Mont. ae in production in 1952, was 
scheduled to attain an annual rate of 45,000 tons of copper by the end of 1954 
or a little later. 

More than offsetting the gains in new productive capacity were the interru 
tions of output due to widespread labor strikes in August to October, and to the 
voluntary mining company curtailments in the early months of the year, when it 
appeared that supplies might exceed demands. The voluntary cuts were attained 
chiefly by reducing the working hours per week rather than the number of miners 
— The chief work stoppages at the Arizona, Nevada, New Mexico, 
and Utah properties of the Kennecott Copper Corp. in mid-August and eS 
week later to the Arizona mines of the Miami Copper Co. and I tion i- 
dated Copper Co., the Miami smelter of the International Smelting & Refining 
Co., and the Butte and Great Falls, Mont., properties of the Anaconda 
Mining Co. The Kennecott strikes were on ber 1 and those at 
Miami, ee. and International on tember 16. The Garfield, Utah, 
smelter of the American Smelting & Refining Co., which sme!ts the output of the 
Utah mine of Kennecott, was closed by strike on September 13 and the Kennecott 


1 Prepared by Helena M. Meyer, Gertrude N. Greenspoon, and Archie J. McDermid, under the super- 
vision of M. E- Volin, Chief, Branch of Base Metals, Division of Minerals. 
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Garfield refinery September 14; both strikes were settled October 13. The strike 
at Anaconda’s Montana plants was settled October 16. 

In order to relieve the temporary strike-induced shortage of copper, the Office 
of Defense Mobilization authorized release, to distressed consumers, of copper 
accumulated under the Defense Production Act, and diversion of copper scheduled 
for delivery to the Government in October to December, inclusive. This action 
was taken following termination of the strikes. The total quantity involved was 
originally expected to be about 50,000 tons of copper but later reports indicated 
that only about 40,000 tons would be allocated. In response to a request of the 
Canadian Department of Defense Production in November the ODM postponed 
scheduled delivery of 26,000 tons of Canadian copper to aid distressed Canadian 
consumers. 

Consumption of refined copper was trending downward as 1954 began and was 
97,000 tons in January. It rose to a monthly average of 107,000 tons in March to 
June, inclusive, and, following brass mill vacations in July, again averaged 107,000 
in August to October; 117,000 tons in November marked the peak for 1954, 
whereas 74,000 tons in July was the low point. Altogether consumption in 1954 
was about 20 percent less than in 1953. 

The Chilean Government policy in 1953 of maintaining the price for copper at 
more than 6 cents above the level for United States metal led to a large accumula- 
tion of unsold Chilean copper, partly in that country and partly in the United 
States. At the outset of 1954 the accumulation was stated in the press to be 
180,000 tons. The Chilean Government in August 1953 formally requested the 
United States Government to purchase the accumulated stocks for the strategic 
stockpiie. In March 1954 the two Governments reached agreement for the pur- 
chase by the United States of 100,000 tons of copper ‘‘at market’’ and contracts 
were signed in May with the Anaconda Sales Co. for 64,000 tons and with Kenne- 
cott Sales Corp. for 36,000 tons of Chilean copper for delivery to the stockpile. 

At the beginning of 1954 Chilean copper was selling in the United States at 
the price level for domestic copper, in contrast with the situation in 1953. In 
January prices for electrolytic copper delivered in the United States ranged from 
29% to 30 cents a pound, and beginning March 3 were 29.75 to 30 cents; after 
April 12 and through the end of the year a single price of 30 cents a pound pre- 
vailed. There was considerable fluctuation on the London Metal Exchange, but 

rices were not greatly out of line with those in the United States until September. 

emporarily reduced world supplies, beginning in the third quarter, combined 
with threats of strikes at Rhodesian mines, led to increases in prices on the London 
exchange to an alltime peak in October of £310 per long ton (equivalent to 38.75 
cents a pound). The fact that the United Kingdom broker discontinued selling 
copper on the exchange May 31, removing that market support, was a factor in 
the London situation. From September London prices fluctuated widely and 
remained well above those in the United States. 

In June President Eisenhower signed a bill continuing for another year, from 
June 30, 1954, the suspension of the excise tax (2 cents a pound) on copper, and in 
Angee signed one extending suspension of duties on metal scrap, other than lead 
and zine with certain exceptions, to June 30, 1955. 

In the first 11 months of 1954, 544,000 tons of copper was imported in unmanu- 
factured form, or a monthly average of 49,000 tons compared with a monthly 
average of 56,000 in all of 1953. Chile accounted for 46 percent of the total com- 
pared with 42 percent in all of 1953 and 59 percent in 1952. About half of the 
total from Chile in 1954 was refined copper and the remainder chiefly blister. 
Canada ranked next to Chile as a supplier in 1954, as in other recent years, but 
was the source of only about one third as much. All classes shared in the drop in 
imports in 1954, but the decline in concentrates, supplied chiefly by Canada, 
Cuba and the Philippines, was only slight. 

rts of refined copper by far the largest copper-export class in the first 11 
months of 1954 were substantially more than double those in the same period of 
1953. Of the 6 leading destinations all except 1—Brazil—were in Europe. 

Producers’ stocks of refined copper at the end of 1954 were at or close to the 
lowest levels of the 20th century and were estimated to be less than half of those 
at the beginning of the year. Smelter and refinery stocks of blister and materials 
in process of refining declined 20 percent in 1954, and fabricators inventories of 
relintd copper, materials in process of fabrication, and primary fabricated shapes, 
according to the United States Copper Association, fell 5 percent from 381,000 
to 361,000 tons 


World production in 1954 is estimated to have declined 2 percent or less from 
the 3,030,000 short tons in 1953. Decreases in the United States and Chile were 
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substantially counterbalanced by increases in Canada, Northern Rhodesia, and 
some smaller copper-producing countries. Chile fell below Northern Rhodesia 
in rank for the second year in succession. Production in Chile, like that in the 
United States, was adversely affected by strikes in August and September, and 
by the voluntary cutting back in earlier months of the year of the work week 
Northern Rhodesia established a new high record production for the fifth suc- 
cessive year. 

Announcement by the Export-Import Bank in November that it was prepared 
in principle to extend the American Smelting & Refining Co. a credit of not to 
exceed $100 million, to assist in the costs of financing the Toquepala copper 
project, northern Peru, promised to speed exploitation of that large mine. 


TABLE 1.—Salient statistics of the copper industry in the United States, 1945-49 
(average) and 1950-54 


[Short tons] 





1945-49 1950 | 


New copper produced: 
From domestic ores as reported 


From foreign ores, matte, etc., 
refinery reports 


Total new refined, domestic 
and foreign 


on woo recovered from old 


efin 
Exports of snetaliic copper 3 4 
ed (ingots, bars, etc.) ....... 
Stocks at end of year 
Refined copper 
Blister and materials in solution. 
Consumption: New refined (appar- 
ent consumption) 


Total refined (actual) ; 1, 416, 865 
Price, average cents per pound $17.7 624.2 


1 Data include copper imported for immediate consumption plus material entering country under bond. 
2 January-November, inclusive. 


3 Total exports of copper, exclusive of ore, concentrates, composition metal, and unrefined copper. Ex- 
=— also of “Other manufacturers of copper,’’ for which figures of quantity are not recorded prior to 


4 Due'to c -in classifications, data for 1952-54 are-notestrictly comparable. to.ear] 

' Exclusive of bonus pa mts of the Office of Metals Reserve; premium price plan amet the period 
Feb. 1, 1942, to June 30, 1947, inclusive. 

¢ Exclusive of copper produced abroad and delivered in the United States; in 1952-54 includes Defense 
Materials Procurement Agency maintenance of production subsidies. 


Production.—The following 3 tables include 1954 figures covering 11 months. 
actual production plus company estimates for December. Details of mine 


roduction by States and by months are given in a recently released report, 
IMS No. 2355. 


TABLE 2.—Mine production of recoverable copper in the United States, 1945-49 
(average) and 1950-54 


Short tons 
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TaBLE 3.—Copper produced by smelters from domestic ores, 1945—49 (average) and 
1950-54 


i} j 
Short tons | Ted | Short tons 


1945-49 (average) -__- 769, 132 || 1952....-.._.- ee ae 
50 ' 911, 352 || 1953 943, 391 
930, 774 | 


The estimated smelter production for December was 81,500 tons and was 20 
percent above the average for the preceding 11 months. The total for the year 
was 12 percent less than in 1953. 

Refinery production of new copper from domestic sources decreased 10 percent 
while production from foreign sources increased 2 percent, as compared with 1953. 


TaBLE 4.—Refined copper produced at primary plants from domestic and foreign 
ores and from secondary material, 1945-49 (average) and 1950-54 


[Short tons] 


Secondary 


ores copper 


_ 

Domestic | Foreign | Total new 
es i 
New Old 


185, 817 
100, 386 
52, 002 
36, 906 
79, 611 
79, 000 


1 Breakdown of new scrap not available. 


Totai output of secondary copper is shown in table 5. Production from scrap 
decreased 12 percent, as compared with 1953. 

Of the total of 1,388,000 tons of primary and secondary copper produced at 
primary refineries in 1954 (1,482,702 tons in 1953), 1,286,000 tons were electrolytic 
ae a in 1953) and 102,000 tons (136,087 in 1953) were Lake or other 

re refined. 


TABLE 5.—Secondary copper produced in the United States, 1950-54 
[Short tons] 


Copper recovered as unalloyed copper 
Copper recovered in alloys ! 


Total secondary copper 


From new scrap 
From old scrap 


1 Includes copper in chemicals, as follows: 1950, 17,413; 1951, 22,905; 1952, 15,388; 1953, 21,550; 1954, not avail- 
able, estimate included. 


Foreign trade.—Statistics on imports and exports are compiled from reecrds 
of the Department of Commerce. Figures for 11 months make it appear that the 
annual import total for 1954 will be about 15 percent less than 1953. Refined 


— made up about 35 percent of the total and came mainly from Chile and 
anada. 
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TABLE 6.—Copper (unmanufactured) imported into the United States in January- 
November 1953 and 1954, by countries (general imports) 


Australia 
Belgian Congo 
Belgium-Luxembourg 


— 
i 


3, 163 
28, 816 
11, 476 
16, 193 


3, 680 
7,914 


Roos 
SSSEs 


ogee 
z 


$3 oo BS 
&Qon 
SI5ES5 


8, 224 
113, 515 


PAPNE RS 
Sese8385 


5, 616 


re LE 
a 


ZPSSSESTEE 


30 
“6 
- 
20, 
17, 


g 
e & 
no Oo 


Philippines, eo RRS 

Rhodesia and d, F 
og of 

Turke 

Union Ot South Africa 

Yugoslavia 

Other countries 


remy 
S23 


g 
z 


1 Some copper in “Ore” and “Other” from Republic of Philippines is not separately classified and is 
included under ‘Concentrates 


2 Virtually all from Southern Rhodesia. 
* All from Y erthawe Rhodesia. 


Refined copper, likewise by far the chief export classification, was more than 
double that in 1953 and the largest since 1940. Shipments in 1954 were mainly to 
France, Brazil, Germany (West), Netherlands, and the United Kingdom, 
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TABLE 7.—Exports of copper in bars, ingots, etc., by principal countries of destination 


[Short tons] 


January-November January-November 


1953 


7, 719 
1, 357 
27, 581 

642 

464 || Switzerland 
34,174 || United Kingdom 
27,115 ‘ 
6, 125 
17, 258 





91,027 | 198, 191 





TABLE 8.—Erxports of the other classes of copper in January—November, 1953-54 
[Short tons] 





Ore, concentrates, etc. (cop- 
per content 
Old and 
Pipes and tu 
Plates, sheets, and strips 


Stocks.—Estimated stocks of refined copper in producers’ hands were 57 percent 
less than at the end of 1953. Stocks of blister at smelters, in transit to refineries, 
and of unrefined materials at refineries decreased 20 percent. 


TaBLe 9.—Stocks of copper at primary smelting and refining plants at end of the 
year, 1950-54 


[Short tons] 





Apparent consumption of new copper.—Preliminary figures indicate that 14 
percent less new copper entered into consumption channels in 1954 than in 1953. 
The method of calculation of apparent consumption is shown as follows: 





212 REPEAL OF SILVER PURCHASE ACTS 


TaBLe 10.—New refined copper withdrawn from toral year’s supply on domestic 
account, 1953-54 


[Short tons] 





1954 


Refinery production of new copper from domestic sources 840, 000 
Refinery production of new copper from foreign sources 


! ~~ 4,209, 000 
Imports of refined copper (December 1954 estimated) 274, 777 215, 000 


Toted nen eelias .....0n <ceve ne siccenntee es Bicndicthpesc«steguatonvnh aa 1, 567, 804 1, 424, 000 
Stocks of new refined copper on Jan. 1......-........--.--..---...-......-----.--- 26, 000 49, 000 


Total supply > 1, 473, 000 


Exports of refined copper (ingots, bars, or other forms) (December 1954 estimated) - 109, 510 215, 000 
Stocks Dec. 31 49, 000 21, 000 


236, 000 
1, 237, 000 


1 Includes copper, if any, delivered by industry to the national stockpile. 


TaBLE 11.—Consumption of refined copper (primary and secondary) in the United 
States, in 1953 and 1954 (preliminary) 


{Short tons] 
Brass Chemical | Secondary | Foundries 


and mis- 
mills 2 smelters cellaneous 


z 


2 
Ig28 


BRR: 


Ingots and ingot bars____..--- 
Cakes and slabs__-___---- 


ee 
- 


E\5 
2/8 
on 


EF 


BESsse 


Ingots and ingot bars 
oo and slabs 


Bas 


5 
: 


1 Includes all wire mills with rod-rolling facilities. 


2 Includes all brass mills using copper in refinery shapes; some have rod-rolling facilities. 
3 Not available. 


‘ Less than 100 tons. 


‘ Consumption by eae plants, foundries, and miscellaneous plants not included. Estimate of 
36,000 tons included in total 


Prices.—Prices for electrolytic copper delivered in the United States ranged 
from 2944 to 30 cents a pound at the beginning of the year; were 29.75 to 30 cents 
Legneeey March 3; and were 30 cents a pound from April 12 beyond the end of 
the year 
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TABLE 12.—Average yearly quoted prices of electrolytic copper for domestic and 
export shipments, f. 0. b. refineries, in the United States, 1950-54 


[Cents per pound] 





Export 


Domestic | Domestic 
f f. f. o. b. 


. 0. b. 0. b. 
refinery ! refinery ? 


| 
| 
= 
i 





1 As reported by American Metal Market. 
2 As reported by E. & M. J. Metal and Mineral Markets. 


TABLE 13.—Average weighted prices of copper deliveries, f. o. b. refinery, 1950-54 
[Cents per pound] 





Domestic} Foreign 


1 Covers copper produced in the United States and delivered here and abroad and ——- produced 
abroad and delivered in the United States; excludes copper both produced and delivered abroad whether 
or not handled by United States selling agencies. 
3 Not separately identifiable before 1951. 
3 Not yet available. 


Source: Interior Duplicating Section, Washington, D.C. Prepared Jan. 31, 1955. 


Unirep States DEPARTMENT OF THE INTERIOR, BUREAU OF MINES 


MINERAL INDUSTRY SURVEYS 
(Mineral Market Report MMS No. 2355) 


MINE PRopUCTION OF COPPER IN THE UNITED STATEs IN 1954! 
(Preliminary Annual Figures) 


Mine production of copper in the United States in 1954 dropped 10 percent 
from 1953, according to the Bureau of Mines, United States Department of the 
Interior despite the bringing into production of several large new mines. Wide- 
spread labor strikes in August to October, inclusive, and curtailment of the 
workweek at many properties in the early months of the year caused the decline. 

Ot the 4 new operations, 3 (all open pits) are in Arizona and the fourth (an 
underground mine) is in Michigan. The large underground San Manuel mine, 
Arizona, is to come into production possibly by late 1956. 

Production in the United States as a whole was at the highest rates for the 
year in December. Only in November (79,200 tons) and December (81,400) 
was production as large as the average monthly rate of 77,100 tons in 1953; 
ee lowest monthly total in ali of 1954 was that of 51,700 tons in strike-ridden 

ugust. 
trikes and the shorter workweek affected production most seriously in Mon- 
tana, Utah, New Mexico, Nevada, and Arizona, where outputs, except for Nevada, 
dropped 23, 22, 17, and 4 percent, respectively. Nevada’s production rose 16 
percent. but a greater gain had been anticipated, coincidental with the first full 
ear’s production at the new large open pit at Yerington, of the Anaconda Copper 
Mining Co. Except for strikes, Arizona’s small decline would have been a note- 
worthy increase because of new production there. 

Nevada rose from fifth to third in rank among Seppe producing States in 1954, 
depiodns Montana and New Mexico, which ranked third and fourth, respectively, 
in 1953. 


! Prepared by Helena M. Meyer, Acting Chief, Branch of Base Metals, with the assistance of Gertrude 
N. Greenspoon. 
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A forthcoming review of the copper industry in 1954 will contain data on 
smelter, refinery, and secondary production, as well as figures on imports, con- 
sumption, and stocks. 

The following tables and State reviews for 1954 were obtained from current 
preliminary reports on mineral production prepared in the regional offices of the 
Bureau of Mines. The figures are given in terms of recoverable copper content 
of ores and concentrates. 

Arizona —As usual Arizona was the leading copper-producing State in the 
United States in 1954, but output was 4 percent less than in 1953 and was the 
smallest since 1949. Of the total ore, tailings, etc., mined and treated in 1954 
(41,760,000 tons), 99 percent was copper ore. 

The Copper Mountain (Morenci) district maintained its rank as the leading 
copper-producing district with 115,00Q tons (123,789 in 1953). Other districts 
in order of importance, with 1953 production in parentheses, were: Globe-Miami, 
62,350 (86,478); Ajo, 61,450 (64,730); Mineral Creek (Ray), 39,800 (47,573) ; 
Warren (Bisbee), 44,000 (29,344) ; Pioneer (Superior), 26,550 (25,093) ; Silver Bell, 
13,350 (85); and Eureka (Bagdad), 7,860 (10,072). 

Production at three new open pits began in 1954—the Silver Bell in April, 
Lavender in July, and the Copper Cities in August. rations at these open 
pits and at the Ajo, Bagdad, Inspiration, Morenci, and Ray open pits produced 
approximately 35,500,000 tons of copper ore, compared with 38,628,259 tons from 
6 open pits in 1953. Output at the Miami (Castle Dome) open pit ceased in 
December 1953. Of the total copper produced in Arizona in 1954, the 8 open-pit 
ee accounted for 268,600 tons. . 

alifornia.—Output in California came from a number of small operations. 

Colorado.—Production in Colorado rose 50 percent over 1953 and was the 
largest since 1941. The Eagle mine of the New Jersey Zinc Co., Empire Zinc 
division was the leading copper producer in the State, surpassing the Idarado 
mine (comprising the Black r-Ajax and other groups), which has accounted 
for most of Colorado’s production in other recent years. 

Idaho.—The rise in production in 1954 was caused by the increased production 
of copper-cobalt ore at the Blackbird mine in Lemhi County, and copper-bearing 
silver ore at the Sunshine mine in Shoshone County. Most of the remainder of 
the output came from the Coeur d’ Alene region. 

Michigan.—Output in 1954 was 3 percent less than in 1953. Operations were 
begun at the White Pine mine, of the White Pine Copper Co., Ontonagon County, 
on October 5 and the mill was started at partial apaaiy, Copper concentrates 
are being stockpiled until the smelter is started early in 1955. Other producers 
os the State were Calumet & Heela, Inc., Copper Range Co., and Quincy Mining 


0. 

Missouri.—Lead-copper ores of the southeast Missouri yielded 1,850 tons of 
copper in 1954, comipared with 2,374 tons in 1953. 

Montana.—Montana dropped from third place in 1953 to fifth in 1954. Output 
was 23 percent less than in 1953 and the lowest since 1950. Virtually all of 
Montana’s production came from copper and lead-zine ores from the Butte Hill 
mines of the Anaconda Copper Mining Co. 

Nevada.—Nevada displaced Montana as the third est copper-producing 
State in 1954. Output was 16 percent greater than in 1953 and, except for 1942, 
was the largest on record. Output was principally from properties of the Kenne- 
cott Copper Corp. and the Consolidated Coppermines Corp., both in White Pine 
Coneey and the Yerington mine of the Anaconda Copper Mining Co., in Lyon 

ounty. ; 

New Mezxico—New Mexico retained its fourth place position in 1954, falling 
behind Nevada but exceeding Montana by approximately 600 tons. Production 
was 60,380 tons, a 17-percent decrease from 1953. The Chino wees mine of 
the Kennecott Copper Corp., by far the t producer in the Ms a 
continuously throughout the year except during a strike from August 16 ugh 
September 1. Other producers were the Miser’s Chest group of the Banner 
Mining Co., and the Atwood mine, both near Lordsburg, and the Stauber mine 
near Santa Rosa. 

Pennsylvania.—Production of copper in Pennsylvania continued to come from 
the magnetite-pyrite-chalcopyrite ores of the Lebanon mine in Cornwall County. 

Tennessee.—Output in Tennessee was 15 percent more than in 1953, and came 
from properties of the Tennessee Copper Co., in Polk County. 

Utah.—Utah maintained its rank as the second largest copper-producing State. 
Production was 211,300 tons compared with 269,496 in 1953, and was the lowest 
since 1949. Most of the output came from copper ore produced at the Utah 
copper open-pit mine of the Kennecott Cop es at cage, which is 
regularly the largest copper producer in the United States. the total ore, 
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tailings, etc., produced in 1954 (24,832,000 tons), 24,100,000 tons was copper ore. 
Vermont.—Output of ver in Vermont was 4,181 tons, an all-time record, 
and came entirely from the Elizabeth mine in Orange County. 
Washington.—The Holden mine of the Howe Sound Co., in Chelan County, 
supplied virtually all of the State’s output. Production was 3,600 tons in 1954, 
compared with 3.740 tons in 1953. 


TABLE 1.—Mine production of recoverable copper in the United Siates, 
1950-54, by States 


(Short tons] 


Region and State 1950 


a ne 


States east of the Mississippi: 
Michigan 


S858 


Be 


88 ,.s88ass85 


as 


2 


TABLE 2.—Mine production of recoverable copper in the United States in 1954, by 
months,! in short tons 


anu-| Feb- Au- | SeP- 
Region and State ary ruary|March|A pril May | June | July gust = 


3, 560) 3,047) 3, 136) 3, 228) 2, 976 
158} 163) 151 


65, 187/68, 168,69, 577/63, 436/48, 566/58, 527/67, 382|75, 412|77, 124/794, 555 


eee ee | ee eS 
—— —— ———_—. _ SO SS OSES Oe 


| : 
68, 397/71, 455,72, 95066, 651/51, ssn, 111/71, 215/79, 208/81, 417/836, 251 


Source: Interior Duplicating Section, Washington, D.C. Prepared Jan. 13, 1955, 
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SILVER TRANSACTIONS FOR FISCAL YEARS 1934 THROUGH FIRST 
11 MONTHS OF FISCAL YEAR 1955! 


Silver tabulations in exhibit I and supporting schedules were compiled from 


official accounts current filed monthly with the Comptroller General of the United 
States. (See pp. 216-254.) 


Exursir I 


Summary of silver receipts, issues, and balances, fiscal years 1934 through 1st 11 


months of fiscal year 1955 
OPENING BALANCES AND RECEIPTS 





Balances June 30, 1933 
Silver bullion erahaa (schedule 7) 
Recoinage silver (schedule 8) 


Receipts (July 1, 1933-May 31, 1955): 
Silver Purchase Act silver (act of June 19, 1934, 48 Stat. 
(1178) sche)dule 1 
Nationalized silver (Executive Order 6814, Aug. 9, 1934) 
(schedule 2) _ - 
Foreign debt silver (title III, act of May 12, 1933, 48 Stat. 
31, 53) (schedule 3) 


Newly mined domestic silver: 
Executive proclamation silver (Executive Proclamation 
2067 of Dee. 21, 1933, and amendments) (schedule 4). - _| 
Act of July 6, 1939 (53 Stat. 998) (schedule 5) 
Act of July 31, 1946 (60 Stat. 75Q) (schedule 6) 


22, 734, 824. 35 


812, 356, 970. 59 





Silver bullion ordinary (schedule 7) 


Recoinage bullion from uncurrent subsidiary silver coins 
(schedule 8) 


Recoinage bullion from uncurrent silver dollars (schedule 9) - 
Seigniorage accruing from revaluation of silver (schedule 10) - 


Total receipts 


ees available, fiscal year 1934, to Ist 11 months of 
fis 


3, 101, 827, 171.07. 


Fine ounces 


13, 831, 051. 05 
13, 925, 846. 32 


| 7, 756, 897. 87 | 


2, 048, 490, 530. 48 | 
113, 032, 915. 78 


301, 226, 723. 50 
206, 287, 208. 67 
304, 843, 038. 42 


11, 408, 000. 44 
51, 966, 473. 19 


3, 129, 584, 068. 44 


ISSUES AND CLOSING BALANCES 


Issues (July 1, 19833-May 31, 1955): 
Silver processed into United States coins (schedule 11) 
Silver lend-leased to foreign governments (schedule 12) 
Silver sold: 


Under Green Act (act of July 12, 1943, 57 Stat. 520) 
(schedule 13) 


Under act of amy 31, 1946 (60 Stat. 750) (schedule 14) _-.- 
Other (schedule 15) 


Wasted in operations (schedule 16) 
Melting losses, uncurrent coin (schedule 17) 


Balances as of May 31, 1955: 
Newly mined domestic silver, act of July 31, 1946 (60 Stat. 
7 


Silver bullion securing certificates (schedule 10): 
Bureau of the Mint 


Silver bullion ordinary (schedule 7) 


Recoinage bullion from uncurrent subsidiary silver coins 
{schedule 8) 


Value 


$6, 588, 389. 
19, 251, 049. 
438. 


25, 839, 


1, 027, 637, 216. 75 
56, 528, 353. 08 


11, 367, 412. 18 


216, 371. 53 
+ 123. 94 
275, 898, 338. 98 


639, 179, 834. 45 


6, 723, 669. 52 


77, 786, 402. 43 
56, 369, 511.00 
1, 152, 514, 748. 90 


3, 028, 107, 148. 31 


3, 053, 946, 586. 64 


1 Compiled by Treasury Department, Bureau of the Mint, Accounting Division, June 24, 1955. 


wanes wm Ff 
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Cost value 
Fine ounces 
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Fine ounces 
is as later issued under lend-lease. Silver so held was as follows: 


1 Includes silver processed into foreign coins and held in trust for the Government of Saudi-Arabia. Th 


Reconstruction Finance Corpora- 
tion (formerly Defense Plants 
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Fine ounces 
silver w 
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Monetary value 


This silver was returned in 


Total balance, June 30 


Fine ounces 


Monetary value 


Fine ounces 


Corporation (formerly Defense 


Held by Reconstruction Finance 
Plant Corporation) ! 





Balances 





Monetary value 
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Fine ounces 


SASRBSRSIRSSSARSSLSSRS 


| 
Sane 
SSeS 





Monetary value 


Held by mint 


SSen 


Selene en] 


Fine ounces 


and is taken into mint accounts as the bars are melted and the silver content determined. 


1 The balance of this silver has been returned by RFC to the Treasury, and is being held in custody by the Mint for the Treasurer, United States. 





the form of bus bars, ete., 
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REPEAL OF SILVER PURCHASE 
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SSRSSRRSSISRSSACSTSRLSS 
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denesviddtegieiseseggS 


Actes BN =o 


Value 
552, 593, 245. 75 


| 
| 


SSGSESSSSISETNELSS ESE 
Ss 
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Fine ounces 


791, 440, 380. 22 


g5e55 


Value at $1.29+- 
per fine ounce 
53, 807, 695. 60 


| SSSR SSRSSERSA 
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Silver dollar bar silver 


41, 616, 889. 75 


Fine ounces 


90, 567, 207. 63 
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Scuepu.te 11A—Continued 
Recoinage silver 


Fine ounces 
65, 709, 346. 69 


Cost value 


Newly mined domestic silver 
(act July 31, 1946) 


Fine ounces 
84, 917, 651, 62 
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76, 854, 760. 17 





nN 
eH 
oO 
a 
: 
a 
Dp 
foe 
on] 
> 
nH 
— 
N 
= 
° 
4 
< 
m 
oe 
je} 
oat 





eeceere sete ee) ae 80 816 ‘9eL 7% =| ST 'BHS‘GG9'8h =| 80 E16 “StL ‘Zz 
FL ‘SPI ‘089 8 29 ‘SPP ‘Zoe ‘T 
Gb 200 ‘SSL % IF ZL8 ‘821 ‘8 99 999 ‘90% 
IL "802 ‘$68 ‘9 : ‘ GE BLS ‘IST “FT 16 289 °666 ‘9 
18 "821 ‘666 “S$ ‘ ' 1L “96 ‘Set ‘LI £8 "602 ‘266 “EIS 


en[ea 4s0g seouno oul en[ea 4809 seouno oul, en{BA 4s0D 


og oung ‘oouveg @FBusoo 4100-9 Uy peuINsuOD J0eATIg a 1 er pepebowe 2 ae 





*‘peunsal 
sem AOT[V [oyoU-o1dnod Iv[nZer1 syy yorum Jaye ‘CHE ‘TE Joquisoeq, 0} ‘ZPEI ‘I 19q0}9Q Wo A[UO posn sBM AOTTS siqy, ‘esoussuUeUT 
yueosed § pus teddoo yusoied gg ‘19aTIs yueored Gg Jo pesoduiod sem pajdope Aoj[e 94} PUB SUIBIS O["J2 7B PoUTBUIEL UIOD 949 JO FYUBIOM 
pispusys oy, ‘“UoIyeUTWOUDpP 4uad-g oY} UT JAATIS JO 9sn 9Yy} poeztoyyNe ‘“ZFGI ‘2% YouRpy Jo Joy SIOMOgT JBM puodseg 924], 
*sAOT[® eee: 4 Aojduia 0} syurur ay} Joy AlBsseooU ouIBIIq FI PUB UOTZONpOId IBM IO} papseu o1eM sS[vjoU aseq} ‘taAeMOY ‘polled IBM 
oy} Buling ‘[oyo1u yueoled ¢z pus Jeddoo yusored gy Jo pesodwiosd A][vuliou st ,.“[oxoIU,, ey} se Umouy AlIe[ndod ‘ur1od 4use-g ey, 

9761 yYSnosy) EYE Sevali poossyf sof suorjopsUuDsy 
NIO() ASANVONV\-UdddOD)-UGATIQ LNAD-FALY AHL YO AALVOOTIY AGATIG 


all ataagHog 


REPEAL OF SILVER PURCHASE ACTS 





Country 


United Kingdom 
(fiscal year 
1943). 


Netherlands. ----- 
England_-.....-.- 
Australia _- 


Netherlands. - 
Saudi-Arabia 
Scie lobingl 
Australia 
England__-- 
Netherlands 


Total, fiscal year 
1944. 


Saudi Arabia 


DUT, inc oi cecu 


Saudi Arabia 
England -- 
Saudi Arabia 


BD isk saenteecl 


India 
Ethiopia. 
Do 


Oia, s Sieetited 


India 
Total, fiscal year 
1945. 


Saudi Arabia 
Belgium 


Total, fiseal year 
1946. 


Grand total to date.| 


Grand total to 
date. 


! Included in allocation of $2,512,026.63 above. 
? Included in allocation of eae above. 


| Fine ounces | 


26, 000, 000. 00 
5, 843, 750. 00)... ..d 





76, 542, 583. 33 


silver 


| 


3, 075, 000. 71| 
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seus 83) 2/83 
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119, 837, 109. 76 


| 


261, 333. 33) 
41, 000, 000. 00 
3, 437, 500. 00 





ee 
410, 814, 344. 19 


* Allocation for mint charges onl 
‘ Transferred from allocation No. 1365 (Australia) above. 


5 As of May 31, 1955, the only silver 
during the fiscal ' 


year 1948 


ScHED 


Lenp-LEASE TRANSACTIONS BY 
May 20, 1948, 


Defense aid 
allocation 
No. and date 


1193, May 15, 1943._| $2, 186, 666, 83 


1269, July 28, 1943__. 
1268, July 28, 1943__ 
1272, Aug. 5, 1943__- 


1280, Aug. 20, 1943__ 
1287, Aug. 31, 1943__. 
1345, Jan. 5, 1944___ 
1344, Jan, 5, 1944. _. 


1365, Jan. 31, 1944__ 
1371, Feb. 14, 1944_. 
1391, Mar. 24, 1944- 
1393, Mar. 24, 1944. 
1413, May 5, 1944. 
1437, June 19, 1944__ 
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1446, June 30, 1944__ 
1443, June 23, 1944__ 

1446, June 30, 1944 

1465, July 24, 1944__ 
1489, Oct. 4, 1944. __ 
1512, Nov. 15, 1944. 
1552, Jan. 4, 1945__. 
1423, May 24, 1944 

1571, Jan. 25, 1945__ 
1588, Feb. 23, 1945_- 
1601, Mar. 9, 1945___ 


uo 
ve 
ad 


BEBE 
RES 
Bess 


3s 2 
Se as5 


i 


1656, June 30, 1945_- 
1651, June 30, 1945_. 
1669, Sept. 17, 1945. 
1668, Sept. 5, 1945__ 
1671, Nov, 19, 1945. 


BaENe| 3/2 BER 
e| e288] 2/8, 
SSRNei & 


Lend-lease 
requisition 





221 
8Z-505-A2 (AB) 
8Z-525 (AB) 


23889 
8Z-4506 (TH) 
S8Z-4514 (TH) 

23734 


N-426 and 427 
N-426 and 427 
24789 


25279 
ott (Se) 
BE-692 


25486, 
SZ-585 (AB) 


Was 261,333.33 fine ounces by the Government of Belgium 
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ULE 12 
Unitep States MIntTs 
to Jan. 8, 1946 


| Coined 
Silver transferred by | 
to foreign | United 
government States 
mint 


Date check(s) 
sent to 
Treasurer’s 
Office 


Amount of 
check(s) sent Value of Profit on 


, silver at lend-lease 
to Treasurer's | $9 4666666606 | transaction 


Lend-lease 
check for 
mint 


charges 


a 
— 


YS 
RRS 


— 
pe Foe 
S2Ns 
aes 
Fars 


9 


222322 
SRS5=85e 383 


—e 


B| Sea85 
RE 


— 
— 


45 
eno 
SBRERKS 


S| 5! 
#| 8 


- 


gt 
sf 
3 


ESRS BRE il 





RS 
#35 
EA 


2 
Sd 


Seus38 


FreRo 
& | $2353: 


& 
$8) &| S8S8R825838 


8 
2% 


82: : BERS 
BEES 
#288 


£5. 38 
18% 


ote 


818 


rS wb 
3 | BEES 
SEEEB 
S| SSaes 


7 


35, 719, 


~ 
N 


#|SanueRessse $13|| 





$751, 666. 50) 


PeaNnEees a 


28a 


B82. 82 


a 


cad 


Sraresesstss 


Bere 
% | SSE838 


£ 
8 
eS) 8) 8 
Sill s 


ER 


S38s. 


g 
| BABE 


29, 293, 515. 71 


6, 355, 555. 56, 


1, 428, 472. 23 
63, 881. 48 
10, 022, 222. 23 
840, 277. 77 


18, 710, 409. 27 


292, 134, 644. 31) 191, 713, 360. 44) 100, 421, 283. 87) 


BY COUNTRIES 


$8, 371, 977.30) $5, 494, 110. 11 


185, 837. 03) 
62, 630, 313. 06 


3, 857, 777. 78 


292, 134, 644. 31 


121, 955. 55 
41, 101, 143. 16 


(2) 


f 


(2) 
Aug. 19, 1943 | 


Sept. 1, 1943 
(?) 


July 15, 1944 
July 10, 1944 


Aug. 28, | 1944 } 
10, 1944 


9, 1945 | 


Oct. 


Mar. 12, 1945 
Mar. 31, 1945 


Apr. 17,1945 | 


May 22,1945 


July 23, 1945 
July 25, 1945 | 


Nov. 27, 1945 
Oct. 23, 1945 
Jan. 10, 1946 





New York 


Philadelphia 


Denver and San | 
Francisco. 
San Francisco 


Philadelphia. 
New York 
Philadelphia 
New York. .-.--.) 


Philadelphia. ____| 


San Francisco... 
{peneieee.. 


Philadelphia and 


San Francisco. | 


Philadephia 
7, = ork 














67, 582. 19 


2 195, 426. 50 
3 283, 112, 17 


192, 921. 84 


| $71,461. 51 
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ScHEDULE 13 


Sitver Sotp UNpER THE GREEN Act (PuBiic Law 317, Jury 12, 1943) (Sotp 
at 71+ Cernts Per Fine Ounce) 


Transactions for fiscal ycars 1944 through 1946 


The Green Act, authorizing the sale of Treasury silver was passed July 12, 
1943, effective first through December 31, 1944, and later amended to extend 
through the calendar year 1945. Each sale was made at 71.11+ cents per fine 
ounce, in accordance with War Production (or Civilian Production Adminis- 
tration) priorities. Of the total amount shown, 26,745,826 fine ounces were sold 
to the Philippine Government for coinage purposes. Profits on these sales were 
deposited into the general fund of the Treasury. 


Silver Purchase Act silver 
Fiseal year —_——_—_——_——————_— — Profit (value) 


40, 791, 566. 74 $19, 036, 063. 42 $9, 970, 819. 31 
68, 147, 834. 85 31, 802, 323. 04 48, 459, 924. 16, 657, 601. 78 
58, 440, 839. 33 27, 272, 391. 71 41, 557, 281. 82 14, 284, 890. 11 


167, 380; 240. 92 78, 110, 778. 17 119, 024, 089. 37 40, 913, 311. 20 


ScHEDULE 14 


Sitver Sotp UnpErR tHe Act or Jury 31, 1946 (Pusiic Law 539) (SoLp ar 
91 Cents Per Fine Ounce) 


Transactions for fiscal years 1947 through Ist 11 months of fiscal year 1955 


This act provides for the sale, by the Secretary of the Treasury, any silver held 
or owned by the United States, for manufacturing uses, incident to reconversion 
and the building up of employment in industry upon such terms as the Secretary 
of the Treasury shall deem advisable, but at not less than 90.5 cents per fine 
ounce. Silver sold under this act was sold at 91 cents per fine ounce and the 
profit deposited to the general fund of the Treasury. 


Silver Purchase Act Newly mined domestic Newly mined domestic 


silver silver, act, July 6, 1939 silver, act, July 31, 1946 


’ 


Fine ounces) Cost value | Fine ounces! Cost value | Fine ounces | Cost value 


214. 83 


9,335.51 | 16,442.85 | 11,690.89 


Total 


Se BRE 
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ScHEDULE 16 
Srtver WASTED IN OPERATIONS 
Transactions for fiscal years 1934 through 1954 


Title 31, United States Code, section 355, provides that a bona fide wastage be 
allowed in the melting and refining or coining divisions if it does not exceed the 
established legal limit of 0.0015 per ounce for the melting and refining and 0.001 
per ounce for the coining division. 


Silver bullion ordinary Ye mectaneee, Nationalized silver 


Fiscal year 


Sedat A ntiinneentatcnbleil 
Fine ounces Fine ounces Value Fine ounces Value 











Newly mined domestic 
silver (act July 6, 1939) 


: 


Fine ounces Value 


¢ 


8 
re © 


— 
-_*- 


BEERESSER 


& 


& 
> 
gr Se 


Fone 


Raeese 
8 


271, 459.14 | $126, 680. 93 
22, 349. 66 10, 429. 85 


wBH RBS 


> 
BESS 
g | SRESNSRSNSSSRNSSssZee 


5 
ABSSEISESSSESARE 


BB 


3 
re 
a 
ns 
be 


aw 
5 | SESE 
RSNASSSNRAASSASASSNay 


137, 110. 78 5, 457. 72 3, 872. 98 526, 


= 
g 
x 
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ScHEDULE 17 


Me tine Losses From MEtTING UNCURRENT SUBSIDIARY AND SILVER DOLLAR 
Corns 


Transactions for fiscal years 1934 through 1st 11 months of fiscal year 1955 


Circulated silver coins that have become worn, twisted, bent, or otherwise unfit 
for further circulation are returned to the mints and redeemed at face value. 
These coins are melted, cast into ingots, recoined, and put back into circulation. 
The melting losses are based on the after-melting weight of these coins. 


| 


} 
| Silverdollar | 
coin (value) 


| Subsidiary 
silver coin 


| Total (value) 
(value) 


$615, 326. 88 

760, 268. 73 

612, 599. 52 

499, 992. 41 

476, 087. 90 

427, 182. 13 

390, 867. 37 

347, 968. 95 

92 |. aN 235, 265. 92 
220,077.44 | $347, 184. 68 | 567, 262. 12 
140, 527.19 | 1,794,805.76 | 1, 985, 422. 95 
157, 633. 72 17, 541.85 | 175, 175. 57 
136, 339. 55 | 3, 183. 13 | 139, 522. 68 
139, 946. 70 2,115.77 | 142, 062. 47 
200, 003. 20 | 11, 244. 33 | 211, 247. 53 
149, 999. 39 | 7, 098. 07 157, 097. 46 
193, 571.15 | 7, 933. 02 | 201, 504.17 
157, 286. 57 11, 560. 68 | 168, 847, 25 
106, 664. 73 | 14, 967. 25 121, 631. 98 
83, 493. 85 | 15, 513.07 | 99, 006. 92 
80, 814. 18 22, 237.40 | 103. 051. 58 
85, 293. 33 21, 163. 51 | 106, 456. 84 


6, 217,210.81 | 2, 276,638.52 | 8, 493, 849.33 


DEPARTMENT OF COMMERCE, 
BuREAU OF THE CENSUS, 
Washington 25, March 31, 1956. 


Summary of United States exports and imports of gold and silver, calendar year 1954 


Gold Silver 
Description a er eee pene 


Imports | Exports 


$37, 852, 514 $3, 636, 256 


28, 720, 638 25, 421 
9, 111, 876 1, 451, 240 


117, 229 
2, 042, 366 
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United States exports of gold and silver, by countries and customs districts, calendar 
year 1954 


Ore and base 

bullion Bullion, refined United | aaa 
States en 
coin (dollars) 
vy | Troy | (dollars) 
ounces | Dollars | ounces | Dollars 


Countries or customs districts 


COUNTRIES 


Gold, total (21, 298, 551| 490, 462) 19, 230, 146) '1, 941, 062 


NORTH AMERICA 


Canada (including Newfound- | 
land and Labrador) 2, 659, 537 
Central America: 

E] Salvador 


Republic of Panama 
Bermuda and Caribbean: Cuba_.| 


SOUTH AMERICA 


EUROPE 


United Kingdom 
Belgium and Seaeeeye- 
West Germany. cape 




















Customs Districts 
Gold, total 





136, 566 
290, 578 
14, 596, 776 





NORTH AMERICA 


Cmaie mS cluding Newfound- 
——) 


United Kingdom 
West Germany 
Switzerland 


Saudi Arabia 
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United States exports of gold and silver, by countries and customs districts, calendar 
year 1964—Continued 


one) bese Bullion, refined 


Uni j 

| United 
| s Foreign 
Countries or eustoms districts ( Total eceuaiiarenteennidae 


| 
| a Aen 
dollars) "lo coin 
| dollars) 
Troy | Troy en \(dollars) | 
oun Dollars 
eee | | : i 
| 
| 


AUSTRALIA AND OCEANIA 





Customs Districts 
Silver, total 


Maine and New Hampshire 
We to... .chagesensinmcimnd 








48, 251 


940 2, 499 
21, 065 18, 219 








Source: Prepared in the Bureau of the Census, Foreign Trade Division. 


United States imports of gold and silver, by countries and customs districts, calendar 
year 1954 
0 d base 
en Bullion, refined - 
] coin 
ollars) 


Troy | (doll | @ 
‘y ollars 
Dollars ounces Dollars 


NORTH AMERICA 


Canada (including Newfound- 
land Labrador) 
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United States imports of gold and silver, by countries and customs districts, calendar 
year 1954—Continued 


! Ore and base | 
bullion Bullion, refined | United 


F 
Countries or customs districts r a | —-—- Tir arenes States — 
| Troy | (acters (dollars) 
| ounces | Dollars | » 


Norway 

United Kingdom... eek 
Belgium and Luxembourg. 
France__. 

Switzerland. 








AUSTRALIA AND OCEANIA 
Australia 
AFRICA 


British East Africa ! 

Union of South Africa 

Northern Rhodesia !_..........-- | 
Southern Rhodesia ! 

Federation of Rhodesia and | 


os 


4 


BB sez 


oS 
= 
oa 


2 


public of Panama 
Baas and Caribbean: 
Bahamas 
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United States imports of gold and silver, by countries and customs districts, calendar 
year 1954—Continued 





Ore and base : ; 
bullion Bullion, refined | United 


States Foreign 


ne | ah 
(dollars) 
cetera 


Countries or customs districts 


| coin 
| ‘Troy | ars | (dolars)| @ollars) 
ounces | Delius | ounces | Dollars | 


EUROPE | 

Norway... saa th aise 

United Kingdom. 201, 635) 62. 808, 164, 490) 140, 223) 

Netherlands __. 8, 313, 903° 11, 228, 682) 8, 253, 699) 55, 443 47, 404) 

Belgium and Luxembourg 148,855; 171,377) 148, 855/_-- 

France 239° 280! 239)... -- 

Portugal _. - --- a alten 43, 288| 51, 672) 43, 288) ......-- 

Greece. _. .. , ei inl a 50, 877 59, 680) 50, 877} - -- 

Turkey ; dae aluke wonike Sl 43, 191 50, 781) 43, 191) ._- 

nai tee il 308, 632) 260, 9051 as 

Iran (Persia) - - : 46, 783 39, 463) 

Israel F ; 1 6, 754) 5, 740) 

Saudi Arabia.____ ins ee tal 6 Re a Ce 

Republic of Philippines. bc crahbualeal 359, | 412,376) 350, 421)---.-- “ 
gi 101, 606, 86, 162) 888, 524 


AUSTRALIA AND OCEANIA 
De. nk... cso - cu ‘ ! 982, 273) -.-- 


AFRICA 

I i bel nt i a ai 
Web i ak. - tke on ae 
Angola __. 
British East Africa! 
Union of South Africa__. ; 
Northern Rhodesia !__.____.___. 
Southern Rhodesia !. _ - 
Federation of Rhodesia and 

Nyasaland ! . 








Customs DIstTRIcTs 





Silver, total Sa |40, 404, 360 


Vermont.____- 
Massachusetts __ 
Connecticut. - 








Rochester ht even emg oT A yrs 
Buffalo 7, 834, 918| 6, 618, 425) ; 
New Yo,rk : 32, 680, 3 tee: 539) 12, 380, 800/21, 257, 766) 18, 021, 672 

Philade 'phia. aod 9, 842. 890| 7, 268, 624|......___| 
BETO a 6 5 1 ocnc, ete an a 1, 442, 748! 1,033, 466} 370, 283) 








Wash ington 
Montana and Idaho 
Dakota 








184, 171 2, 040 
bag ben 260 


4, 097 





1 Effective July 1954 data for British East Africa excludes Nyasaland. Prior to July British East Africa 
included Nyasaland. Data for Northern Rhodesia and Southern Rhodesia are for the period sess of 
June 1954only, Effective July 1954 these data are combined as the Federation of Rhedesia and Nyasaland. 
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Annual totals of United States gold and silver exports and imports, 1950-64 
{Quantity and value reported in thousands] 


| Bullion, refined 












































| Ore ond Rams on 
nm ni 
Sone Total ee Rl States | Foreign 
(dollars) = tre | 
roy vy 
| ous, | Dollars | (7'°¥. | Dollars 
Gold: | 
Exports: | 
SSS 1} 34 14,633 | 514,249 |......... 19, 752 
RR ORS, FI 2 630, 382 18 | 625 17,532 | 615,172 2,711 11, 874 
eee > 55, 921 2 783 Sh acme 26, 820 
Rcd nastalietrues 30s 44, 808 1 41 853 32,319 12, 449 
Pt. cadeeekx es -------| 21, 204 | 3 122 490 Pe hcewennsed 1,941 
Imports: i 
i Rsisceccbacinn _---} 162, 749 | 906 31, 645 3,746 | 131,099 2 3 
Siti nates sek: 81, 259 730 25, 495 1, 593 Sh SIP cicecnnsd 6 
OE en acde eR 631 22, 272 20,509 | 717,894 (1) 88 
ERS RR ae 47,025 | 662 23, 112 682 23, 878 35 
MB scone ot se ceeceucay 823 28, 721 260 OBR Biccc. 20.5 20 
Silver: | 
Exports: | 
7 SaaEEee DI ak Sr oe. 4, 598 3, 563 52 2, 588 
Di iiiccnwebbeetertt eee 8, 590 CEE Sy 6, 304 5, 528 4 2, 662 
OR eek 4 Gee ec. Eeh Gt oe 2, 005 1, 733 357 2,831 
eee ; : OM ko Et ud 1,023 871 305 7, 251 
I wcsccebul . s -| 3, 636 30 25 1, 673 1, 451 117 2,042 
Imports: | 
DIAL. | 110, 035 33, 899 24, 494 74, 150 54, 979 3, 682 26, 881 
ok, 5 oo eee 103, 469 29, 021 24, 788 51, 991 45, 681 5, 514 27, 486 
See A boc. 3. 67,296 | 30,779 26, 278 44, 738 38,252 | 2,590 176 
1953 95,104 | 37, 685 31, 950 43, 825 37, 220 3, 740 22, 194 
Spabaioks!s220%5 | 79,609 | 49,008| 40,404| 41,889] 35,541 | 3,269 485 


THE SILVER MARKET OF 1954 
(39th annual review compiled by Handy & Harman) 
HIGHLIGHTS OF THE SILVER MARKET IN 1954 


Stability was the outstanding characteristic of world silver markets throughout 
1954. Not since World War II has the New York silver market seen such a long 
period without a price change. The current published rate of 85% cents per troy 
ounce was established on January 16, 1953, and it has remained at that level 
ever since. 

Demand for silver in the United States dropped substantially in 1954. Total 
consumption in the arts and industries amounted to 85 million ounces, a drop of 
19 percent from 1953, and represented the lowest level of trade demand since 
1941. Reduced military expenditures and high inventories of consumer durable 
goods at the beginning of the year were important factors. Nevertheless, the 
number of industrial applications for silver and its alloys continued to expand. 

Treasury free silver stocks declined sharply during the year. At December 31, 
1954, they stood at 13,700,000 ounces, a —— 35,900,000 ounces since January 1. 
However, this reduction was largely offset by a substantial increase in Treasury 
stocks of subsidiary coin. 

The Netherlands delivered about 11 million ounces of silver during the year 
to the Philadelphia Mint against their lend-lease obligation. We do not yet 
know how this will be accounted for by the Treasury, but it will constitute an 
important addition to free stocks. 

exico’s silver policies remained unchanged and are the key to the stability 
of the market. hrough buying and selling its own output in response to 
changing conditions, Mexico can adjust supplies with a high degree of accuracy. 

The London silver market assumed increasing significance during 1954. The 
announcement by the Bank of England in December 1953, that it would no 
longer supply silver to the trade resulted in quotations becoming more sensitive 
to the pressures of supply and demand. In some cases the British authorities 
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granted limited dollar credits for the purchase of silver when sterling area supplies 
were insufficient to meet requirements. 

The prospects are for continued stability in the silver market. Our analysis 
of the situation is subject to legislative developments in Washington and to any 
change of policy on the part of Mexico. 


REVIEW OF THE SILVER MARKET IN 1954 


Stability was the outstanding characteristic of world silver markets throughout 
1954. The New York price continued to have a strong influence on quotations 
in other countries, but evidence of growing independence in London and on the 
Continent developed during the year. The continuation of exchange and foreign 
trade controls in many countries has brought about changed relationships during 
the postwar decade, and today an important part of the world’s silver business is 
being conducted through other than traditional channels. 


NEW YORK SILVER MARKET 


Not since World War II has the New York silver market seen such a long 
period of price stability. The current published rate of 85% cents per troy ounce 
was established on January 16, 1953, and it hasremained at that level ever since. 
Furthermore, this unusual stability has been experienced under essentially free 
market conditions, although the price has been subject to considerable indirect 
influence by the policies of the Mexican and United States Governments. 

Demand for silver in the United States dropped substantially in 1954, reflecting 
the slackening of business in many segments of the economy throughout most of 
the year. We estimate total consumption in this country by the arts and indus- 
tries at 85 million ounces. This was 19 percent below 1953 and represents the 
lowest level of trade demand since 1941. More than half of total consumption 
was accounted for during the last 6 months of the year, representing a more 
normal seasonal pattern than in 1953 when conditions were in general the reverse. 

The drop in demand in 1954 was felt in all lines, including many of the more 
important industrial uses. Reduced military purchases over the past year or 
more have resulted in a sharp curtailment in the production of many defense 
items consuming large amounts of silver, particularly in the form of brazing alloys. 
In addition, at the beginning of the year, inventories of consumer durable goods, 
such as refrigerators, air-conditioning units, and other electrical appliances, were 
high. This resulted in reduced production rates for these items, which in turn 
further restricted the demand for industrial silver alloys. These adverse develop- 
ments, however, resulted from adjustments in our economy which by nature are 
temporary. The advantages of silver, both for performance and economy, have 
brought about a steady expansion in the number and types of its applications in 
the manufacture of a wide variety of products. In recent years the consumption 
of silver in industry has exceeded in volume the more traditional uses in the arts. 

With regard to the legislative record, it will be recalled that certain bills 
relating to silver were introduced in the 1st session of the 83d Congress. Repre- 
sentative Celler of New York introduced a bill (H. R. 2518) in the House provid- 
ing for the repeal of existing silver purchase laws, and Senator Bush of Connecti- 
cut introduced a companion measure in the Senate (S. 2555). In addition, the 
late Senator McCarran of Nevada introduced a bill (S. 2514) providing in effect 
for a bimetallic monetary standard based on substantially higher statutory prices 
for gold and silver. No action was taken on any of these bills, and it remains 
to be seen whether the 84th Congress will make any change in our Government’s 
silver policies. 


UNITED STATES IMPORTS DECLINE 


Total imports of silver into the United States during 1954 are estimated at 
about 92 million ounces, a decline,of 7.2 percent from 1953. Imports from the 
Western Hemisphere accounted for 83 percent of the total, with Mexico and 
Canada as the principal sources of iro. About 30 million ounces were received 
from the former country and 21,600,000 ounces from the latter, both countries 
recording increases over 1953. Included in arrivals from Mexico are about 
750,000 ounces received in the form of demonetized Mexican coinage. Imports 
also included 15 million ounces from Peru, 4,200,000 ounces from livia, and 
about 5,600,000 ounces from other South and Central American countries, Out- 
side the Western Hemisphere, the largest shipment to the United States was 
approximately 11 million ounces from The Netherlands. This silver was con- 
signed to the Philadelphia Mint and is ultimately to be credited to that country’s 
lend-lease obligation. All other imports totaled about 4,600,000 ounces. 
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SILVER IMPORTS—EXPORTS 


r a 
ae 
; 


1950 1951 1952 1953 1954 
3 Imports BB Exports (J Net Imports 


We estimate that exports from the United States amounted to approximately 
4 million ounces. Great Britain received about 1,500,000 ounces, representing 
a moderate revival of business between these two countries. Shipments to other 
countries totaled 2,500,000 ounces, the most important of these being a coinage 
order of 1,500,000 ounces executed for El Salvador at the San Francisco Mint. 


0 0 


TREASURY SILVER 


The silver stocks of the United States Treasury, in bullion and coin, increased 
by 8,100,000 ounces to 1,933,200,000 ounces during the first 11 months of 1954. 
Outside the Treasury, silver dollars and subsidiary coin in circulation at Novem- 
ber 30 amounted to 1,069,600,000 ounces, up 27,200,000 ounces from the first 
of the year. Treasury acquisitions during the 11 months’ period totaled 37,- 


200,000 ounces, of which 30,500,000 ounces consisted of newly mined domestic 
silver received under the act of July 31, 1946. During this same period the mints 
consumed 52,300,000 ounces in the production of subsidiary coin, a major portion 
of which has not yet been put into circulation. 


TREASURY FREE SILVER STOCKS 
: In Millions of Ounces 
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The unmonetized pullion in the Treasury, usually referred to as free stocks, 
continued to decline as the result of the Treasury’s coinage program, and at 
December 31, 1954, amounted to 13,700,000 ounces, compared to 49,600,000 
ounces on January 1. At this rate of withdrawal the free stocks will soon be 
exhausted. However, the Treasury had on hand at the year end some 34,500,000 
ounces in subsidiary coin, which would seem to be ample for present needs. 
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LEND-LEASE SILVER 


We have already referred to the return of about 11 million ounces of silver by 
The Netherlands against their lend-lease obligation. This advance repayment 
from the third largest debtor was a significant market development. Since this 
silver has not been officially credited, we do not yet know how it will be accounted 
for by the Treasury, but it will constitute an important addition to free stocks 
Furthermore, it now seems more probable that other major debtors will repay 
their obligations on schedule. 

The following table shows in detail the amount owing at December 31, 1954. 
The return by The Netherlands has not been reflected. 

Millions of 

Country: ounces 

India and Pakistan 

United Kingdom 

The Netherlands 

Saudi-Arabia 

Australia 

Ethiopia 

Fiji Islands 


Mexican PouicreEs UNCHANGED 


One must continue to look to Mexico for the key to the stability of the silver 
market. Throughout 1954 the Bank of Mexico maintained its established policy 
of buying Mexican production as offered and of selling freely to buyers both here 
and abroad. The unchanging price in New York was the direct result of this 
policy. 

A brief analysis will demonstrate how Mexico can exert such a dominant 
influence. The United States and Mexico are the two largest silver-producing 
countries in the world. With the production of the United States absorbed 
entirely by the Treasury, the market here depends on supplies from Mexico for 
a substantial portion of its reqiurements. Through buying and selling its own 
output in response to changing conditions, Mexico can adjust supplies with a 
high degree of accuracy. However, it is important to note that the Bank of 
Mexico did not find it necessary to accumulate silver ‘during 1954 in order to 
accomplish its objective. Official stocks increased to be sure, but this increase 
was the result of withdrawals of demonetized coin. From its market operations 
alone, the bank actually sold silver on balance by a small margin. 

Total acquisitions by the Bank of Mexico during 1954 amounted to about 
31,500,000 ounces, and sales totaled about 25,200,000 ounces. This would 
indicate an increase of about 6,300,000 ounces in the official stocks of the bank, 
which we are advised amounted to about 35 million ounces at the year end. 
About 24 million ounces of total acquisitions represented purchases of Mexico’s 
own production, and 7,500,000 ounces were obtained through the withdrawal 
from circulation of demonetized coin. As regards sales, about 12 million ounces 
were sold either directly or indirectly for delivery to the New York market. 
Sales to Western Germany increased considerably from the past year and 
amounted to 10,700,000 ounces. France bought 2,200,000 ounces, and small 
purchases by Guatemala and Chile accounted for the balance. 

The devaluation of the Mexican peso on April 19 had an immediate effect on 
that country’s silver-coinage p m. In terms of United States currency the 
peso dropped from 11.56 cents to 8 cents, thereby increasing the value of the silver 
content of currently circulated coins to about a third more than their face value. 
Up to that time two issues of silver coin were in general circulation. One issue 
in denominations of 1 peso, 50 centavo and 25 centavo, consists of 300 parts of 
silver, 100 parts of nickel, 100 parts of zine and 500 parts of copper. The other, 
in a 5-peso denomination only, consists of 720 parts of silver and 280 parts of 
copper. Both issues contain 4 grams of fine silver for each peso of face value, with 
fractional denominations containing proportionately less. At the new exchange 
rate, the silver value is about 1.37 pesos for each peso of face value. The .300 
fine issue has apparently remained in circulation in spite of this differential, 
probably because the nature of the alloy discourages melting. On the other hand, 
the Bank of Mexico obtained about 2,100,000 ounces of silver from the withdrawal 
of the .720 fine 5-peso eoins. 
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Devaluation also increased the value in terms of pesos of the older issues of 
silver coins which were demonetized in previous years. Although not actively 
circulated, substantial amounts are still outstanding in the hands of the Mexicap 
people. The Bank of Mexico acquired about 5,400,000 ounces of silver from 
purchases of these issues. Furthermore, although the export of silver coins js 
prohibited, some of these issues were smuggled into the United States. We 
Tr the fine silver content involved at about 500,000 to 1,000,000 ounces ip 
total. 


CANADIAN PRODUCTION CONTINUES TO INCREASE 


Since World War II, the production of silver in Canada has more than doubled 
because of the rapid expansion that is taking place in that country’s mining in. 
dustry. We estimate the output for 1954 at 31 million ounces, an increase of 
nearly 10 percent from 1953. Over the past 5 years, Canada’s production has 
gone up on the average by 2,700,000 ounces annually, and Canada today is 
approaching the United States and Mexico in importance as a source of supply. 

he principal market for Canadian silver is the United States, and therefore 
the Toronto price is based on the New York quotation. However, it is subject 
to some variation due to fluctuations in the rate of exchange. During 1954 the 
Canadian dollar was quoted at a premium over the United States dollar ranging 
from a high of about 3% percent to a low of about 1% percent. Accordingly, the 
price of silver in Canada varied between a low of 82% cents in Canadian currency 
reached on February 25, to a high of 84% cents on April 23. 


LONDON MARKET BECOMES MORE SIGNIFICANT 


The London silver market assumed increasing significance during 1954. The 
close adherence to the New York evidenced in past years was much less 
apparent in the year just ended. e announcement by the Bank of England in 
December 1953 that it would no longer supply silver to the trade resulted in 
quotations becoming more sensitive to the pressures of supply and demand. 
During the year supplies from the sterling area, together with substantial sales 
from Russia, were adequate for the most part to meet the market’s requirements. 
However, it is interesting to note that the British authorities granted dollar credits 
in sufficient quantity for the purchase of more than 2 million ounces from the 
United States and Canada. 

The price of silver for prompt delivery in London varied between a low of 
72 pence and a high of 74% pence. These quotations were equivalent to 84.53 
cents and 86.60 cents, respectively, based on the rate of exchange governing at 
the time. During the opening months of the year the market was steady at 
around 73% pence. However, substantial sales of Russian silver in April and 
May forced the market steadily downward, until 724% pence was reached on May 
18. During the next few weeks some of this loss was recovered, but additional 
sales of Russian silver in July foreed the market down again, this time to the 
year’s low of 72 pence, established on July 21. A more or less steady recovery 
followed, and the market price reached its high for the year of 74% pence on 
October 15. There was little further change, and at December 31 the market 
was steady at 74% pence. 

Imports into Great Britain during the first 11 months of 1954 amounted to 
21,300,000 ounces. The principal country of origin was Russia from which 
9,100,000 ounces were receiv Australia was next in importance supply- 
ing 6,900,000 ounces, and Japan ieee 1,600,000 ounces. Purchases from the 
United States amounted to 1,200, ounces, and from Canada, 700,000 ounces. 
All other countries combined accounted for 1,800,000 ounces. Aside from the 
quantities disposed of directly in the London market, Russia is also presumed to 
have made some sales on the Continent under barter arrangements. These 
may have amounted to as much as 2,500,000 ounces, and undoubtedly had an 
indirect effect on the London market. 

Exports during the first 11 months of 1954 are estimated to have totaled about 
13,700,000 ounces. Italy and France were the largest buyers, taking 2,700,000 
ounces and 2 million ounces, respectively. Sweden accounted for 1,600,000 
ounces, and various other European countries totaled 3 million ounces. An item 
of considerable interest was the export to Aden during the course of the year of 
some 4 million ounces in the form of Maria Theresa dollars. Smaller shipments 
to various other countries accounted for the balance of 400,000 ounces. 

Consumption for essential uses in-Great Britain during the year amounted to 
11,500,000 ounces. This represents an increase of about 1 million ounces over 
the previous year. In addition, approximately 700,000 ounces were exported in 
pasty or wholly fabricated form. All of this silver was obtained from market 
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sources, in contrast to the pom year when somewhat more than half was 
supplied by the Bank of England. 

We have no information regarding official stocks of silver in Great Britain or 
the Government’s intentions in connection with the return of silver against the 
jend-lease obligation. We are advised that the Bank of England did not engage 
in any market transactions during the year and therefore presumably did not 
obtain any silver in this manner. However, the withdrawal of silver coin from 
circulation was resumed in 1954, and it is estimated that some 9 million ounces 
were acquired from this source. 


BOMBAY MARKET REMAINS ISOLATED 


The isolation of the Bombay silver market from the rest of the world continues 
to be virtually complete, and there appear to have been no developments of 
interest in the course of the year. So far as we have been able to determine 
imports and exports were virtually nonexistent. Depressed prices in food stocks 
and other commodities have resulted in a very low demand for silver internally. 
We are advised that total consumption probably did not exceed 3 million ounces, 
which is considered to be well below normal. Prices in the Bombay market for 
spot delivery ranged between a high of 174-9 rupees per 100 tolas established 
on April 10 to a low of 148—4 rupees registered on June 21. These prices on the 
basis of a rate of 21 cents to the rupee were equivalent to 97% cents and 83 cents 
per troy ounce respectively. At the close of the year the quotation was 155 rupees, 
equivalent to approximately 86% cents per troy ounce. 

On the question of lend-lease, our advices again confirm that the Indian Gov- 
ernment has on hand a stock of silver of approximately 300 million ounces, which 
is more than sufficient to take care of India’s obligation under lend-lease. These 
stocks are in the form of demonetized coin, and a refinery is presently under 
construction at Calcutta which will be used to extract the silver content. Accord- 
ing to a news item received here in December, the first equipment has been 
installed, and the rest is to be shipped early in 1955. However, we have no infor- 
mation as to when operations will begin. Apparently the refining of these coins 
presents a considerable problem because of the nature of the alloy. Nevertheless, 
as we have noted before, it appears reasonable to expect that India will meet her 
obligation on schedule. 


SUMMARY OF WORLD PRODUCTION AND CONSUMPTION 


We estimate that silver production in the Western Hemisphere amounted to 
149 million ounces in 1954, a slight increase over 1953. Mexico continued to be 
the largest producer and at 47 million ounces accounted for nearly one-third of 
the total for this hemisphere. Production in the United States was about 37 
million ounces; and Canadian output, as already discussed, amounted to about 
31 million ounces. Peru also has been increasing in importance and in 1954 may 
have reached as much as 20 million ounces. Bolivia produced 6.5 million ounces, 
and all other South and Central American countries totaled 7.5 million ounces. 
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Production in countries outside the Western Hemisphere is largely conjectural. 
Preliminary information places Australia at about 11.5 million ounces, Japan at 
6.9 million ounces, the Belgian Congo at 5 million ounces, and Western Germany 
at 3.7 million ounces. For other countries we have of necessity relied to a great 
extent on past records, but we believe that a total of 65 million ounces is a reason- 
able figure for all countries outside the Western Hemisphere. On this basis, 
world production in 1954 amounted to about 214 million ounces in all, a slight 
decline from 1953. 

Consumption of silver in the arts and industries throughout the world declined 
during 1954. We estimate the total at 152,100,000 ounces, a drop of a little more 
than 7 percent from the previous year. Actually in many countries the amount 
of silver consumed was greater than in 1953, but these increases were more than 
offset by the sharp drop in the United States to 85 million ounces from 105 million 
ounces in 1953. We are advised that Western Germany consumed 24,200,000 
ounces in 1954, an increase of 38 percent, Great Britain we estimate at 12,200,000 
ounces, a 6 percent increase over 1953; France at 10,500,000 ounces, unchanged 
from the previous year; Japan at 5,800,000 ounces; Canada at 3,900,000 ounces; 
and all other countries at 10,500,000 ounces. 

The use of silver for coinage was also lower in 1954. We estimate the total used 
for this purpose at 67,300,000 ounces, nearly 10 percent below the 1953 figure. 
The United States mints consumed 54 million ounces in subsidiary coinage, an 
increase of about 26 percent over 1953. However, a substantial portion of these 
coins has not yet been put in circulation and remains as part of the Treasury’s 
stocks. The Mexican Mint, in contrast, used only nominal amounts of silver for 
internal coinage, whereas more than 14 million ounces were consumed in 1953. 
Canadian coinage consumption amounted to about 1,800,000 ounces, compared 
to 3,900,000 ounces used during the previous year. We understand that Belgium 
used about 1,500,000 ounces, also a drop from 1953, and we are estimating that 
all other countries combined accounted i about 10 million ounces. 


PROSPECTS FOR 1955 


The prospects for the silver market today are substantially the same as they 
were a vear ago. The forces affecting the price continue to be static, and we 
know of no developments of sufficient significance to change our analysis made at 


that time. We look for an improvement in trade demand along with the widely 
anticipated increase in economic activity in general. On the other hand, there 
is no reason to believe that supplies will fall short of requirements. 

Once again we must emphasize that our estimate of the silver situation is 
subject to legislative developments in Washington and to any change of policv 
on the part of Mexico. With this reservation it is our opinion that stability will 
continue to characterize the market. 
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Exports of silver from the United States 


[In millions of ounces} 
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Treasury silver 
{In milfitons of ounces] 
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Silver quotations 
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